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CZECHOSLOVAKIA 


Party Weekly Reviews Policies, Tasks, Prospects 
24000079 Prague TRIBUNA SUPPLEMENT in Czech 
No 2, 11 Jan 89 pp 1- 8 


[Article by Josef Soukup and Jan Habik: “Responsibly, 
With Creative Elan Toward the 18th Congress of the 
CPCZ”} 


[Text] The 12th Plenum of the CPCZ Central Commit- 
tee in January last year was convened in order to 
evaluate the execution of the tasks in the socioeconomic 
development of our country and the realization of the 
economic reform, as well as to approve further course of 
action. However, it was not a mere assessment of the 
progress of the national economy. In the speech of the 
General Secretary of the CPCZ Central Committee, 
Milos Jakes, as well as in the report of Prime Minister 
Ladislav Adamec, the main point was to ascertain the 
current situation in the society, the substance of today’s 
problems and developmental trends. 


A trait, which is becoming more pronouncedly the main 
substance of the conduct of the highest party and gov- 
ernment agencies, was charachteristic of the i2th Ple- 
num of the CPCZ Central Committee: from statistical 
data and percentages of plan fulfillment toward the 
specific needs of the people and the delimitation of the 
authoritv aad responsibility of the party, state, eco- 
nomic, and social agencies and organizations toward a 
uniform procedure of all social institutions and citizens 
for the sake of accelerating the socioeconomic develop- 
ment of the country. 


The 12th Plenum of the CPCZ Central Committee took 
place almost exactly one year to the day after the 
important December plenum of the party in 1987, which 
approved the concept of the comprehensive economic 
and social restructuring based on the deepening of social 
democracy. This, in its way an anniversary, invites us to 
think about the rate of progress of the restructuring, what 
has been accomplished so far, what are its consequences 
in the life of our society, whether it is fulfilling our plans 
and our goals. After all, these questions are as much alive 
among the public as the restructuring itself is alive and 
topical. 


It needs to be said that some working people and citizens 
appear to be of the opinion that they do not perceive 
practically any substantive positive changes, particularly 
in their workplaces and places of residence. In the 
absolute majority of cases this expresses an honestly 
meant, sincere concern for the future of socialism in our 
country and its healthy development. It cannot be 
denied that such observations have a rational core. Not 
everything succeeded, in many instances progress should 
have been faster and above all more consistent. 
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For example, during the first stage of the restructuring of 
the organizational structures of the production, techni- 
cal, scientific research, and distribution base—this was 
discussed at the 10th Plenum of the CPCZ Central 
Committee—there appeared efforts (often successful) to 
merely paint over the name and keep the existing struc- 
ture of the organization including its monopolistic status 
in production and in the market. Under pressure from 
the superior agencies sometimes even the justified and 
substantiated proposals by work collectives for indepen- 
dence were set aside. At the same time, there also 
appeared local trends to create as many state enterprises 
as possible in a given territory regardless of economic 
and societal needs. We were not successfui in realizing 
the original plans for restructuring wholesale and retail 
prices. The reorganization of the central agencies is 
dragging, there are problems with the elections of direc- 
tors and officials of self-government, etc. 


These and other shortcomings need to be resolved. The 
government and the highest party agencies are mindful 
of it and are taking appropriate steps. It is becoming 
evident, as has been emphasized many a time, that the 
course of the restructuring will not and even cannot go 
forward in a straight line, that many measures will have 
to be tightened up and some even corrected, and that not 
everyone will be ready or able to meet the new require- 
ments. All in all, however, taking a sober and all- 
inclusive look at the matter, we definitely cannot say that 
the restructuring in our country is asleep. Some Western 
newspaper reporters and politicians take this position 
because they are insufficiently informed, sometimes 
even because of political objectives. In the case of our 
citizens, this is mostly a matter of opinion stemming 
from the incorrect notion that the restructuring is a 
One-time action which immediately, automatically, and 
ideally resolves all problems, or that all our needs, plans 
and goals can be realized just by the right directive or 
decree from “above”’. 


Restructuring is a complicated and longterm process of 
changes in the consciousness of the people and the entire 
society, changes of opinions and approaches to a number 
of matters which need to be learned and applied with 
patience, militancy, as well as self-sacrifice. No one can 
say today that the restructuring does not “causes him 
pain”’ because he has been thinking and acting that way 
for a long time already. That would be insincere. We all 
are—even though in different degrees—burdened by 
past stereotypes, customs, and conventions, and it is up 
to everyone to wage his own inner struggle. But this 
process has been initiated, it has registered its first, not 
insignificant, results, it is becoming irreversible. Because 
of it there has been a change even in our criteria for the 
dynamics of societal development and that which some 
time ago we would have considered an all but revolu- 
tionary change, we today accept as a natural part of life. 


It is therefore worthwhile to recapitulate at least briefly the 
measures and steps which were taken during the past year in 
order to realize the economic and social restructuring. 














JPRS-EER-89-031 
23 March 1989 


Activity of the Party 


Besides the 12th Plenum, there have been other impor- 
tant plenums of the Central Committee of the Party. In 
April it was the 9th Plenum of the CPCZ Central 
Committee, which discussed the work of the Party under 
the conditions of the restructuring and democratization, 
set down the requirement to adjust the style, method, 
and form of the work of party agencies and organizations 
to the new conditions, to deepen democracy within the 
party, increase the unity, ability to act, and militancy of 
the party in carrying out the function of political leader- 
ship of the society under the new conditions. 


The 10th Plenum of the CPCZ Central Committee in 
October 1988 was dedicated to ideological work, the 
high efficacy of which is absolutely essential for the 
correct interpretation and understanding of the meaning 
of restructuring and the concretization of the means for 
its realization, and for strengthening the awareness of its 
objective necessity and deep connection with the satis- 
fying of interests and needs of the people. 


In the 9th, 10th, and 12th Plenums of the CPCZ Central 
Committee important changes were made in the cadres 
of the executive agencies of the Central Committee of 
the Party in order to ensure the continuity of their work, 
and the rejuvenation and strengthening of their ability to 
perform current tasks. 


Aiso important was the 8th Planum of the CPCZ Central 
Committee on the occasion of the 40th anniversary of 
the Victorious February 1948, which dealt with the main 
milestones of Czechoslovakia’s postwar development 
and substantiated the continuity of the present effort to 
further improve socialism with the socialist develop- 
ment of our country in the past. 


The annual membership meetings of basic organizations 
and party conferences took place. They showed that the 
situation in the party is gradually changing, and during 
their course the positive influence of particularly the 7th 
and 9th Plenums of the CPCZ Central Committee 
became evident. The creativeness of the work is gradu- 
ally increasing, elements of open democratic discussions 
of problems are being put in place, the planning of 
activities is improving, and there are more aggressive 
and constructive approaches to problem solving. But 
these changes—and that is true today as well—are still 
not as fast as they should be, and their course is very 
uneven. Even in party work, there are still frequent 
manifestations of formalism, routine, inertia, and 
bureaucratism. 


Following the 7th Plenum of the CPCZ Central Com- 
mittee, a conference was held by the leading secretaries 
of regional and district committees of the party, in which 
the general secretary of the CPCZ Central Committee 
Comrade Milos Jakes gave an important report on the 
situation in the party and society, and on the current 
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tasks of party work. It became obvious that these con- 
ferences are not only well founded, but actually essential 
not only for the lower party aktiv but for the party 
leadership as well. They will thus become a permanent 
feature. 


At the end of last year, the Advanced School of Politics 
of the CPCZ Central Committee held courses for leading 
secretaries of district, ward, regional, and municipal 
party committees, where lectures were given by leading 
representatives of party and government leadership, 
including members of the secretariat and the presidium 
of the CPCZ Central Committee led by the general 
secretary of the Central Committee of the Party. 


In accord with the resolution of the 10th Plenum of the 
CPCZ Central Committee, a new and thus far nonexist- 
ent territorial agency of the united CPCZ was established 
and began to function—Committee for Party Work in 
the Czech Socialist Republic and the Commission for 
Control and Review Activity of the Party in the CSR. 
Their mission is to strengthen the political action of the 
Party in solving tasks of national and regional nature, 
increase the Party influence on the activities of state, 
economic, and social agencies and institutions in the 
CSR, and improve the management of the lower compo- 
nents of the party build-up in the Czech lands. 


During the 12th Plenum of the CPCZ Central Commit- 
tee, The Commission for the Preparation of the CPCZ 
Program began its activity; the thesis of the program 
should be submitted to an intraparty or public discussion 
and after completion approved at the 18th Party Con- 
gress. The final version of the first CPCZ Program 
should be approved by the 19th Party Congress. Also 
created was a Commission for the Preparation of New 
CPCZ Statutes. 


Beginning | October 1988, an experimental verification 
of the new organizational structure of territorial party 
agencies has been in progress in two CPCZ Regional 
Committees and one CPCZ District Committee of each 
region. In order to extend the participation of commu- 
nists in the drafting of documents, the number of stand- 
ing commissions of the Central Committee of the Party 
was substantially increased (to 13). 


In accord with the resolution of the 7th Plenum of the 
CPCZ Central Committee on improving cadre policies, 
the term for performing the function of general secretary 
of the CPCZ Central Committee and the first secretary 
of the CPS was limited to two elected terms and the 
functions of leading secretaries of the regional and 
district committees to three elected terms, with the 
provision that a similar procedure will also apply in 
changing cadres outside the party. 


A new cadre order of the CPCZ Central Committee and 
the Committee for Party Work in the CSR was 
approved. The mechanism for submitting cadre sugges- 
tions is being clarified and simplified, and the nomen- 
clature of the CPCZ Central Committee and its agencies 
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is being substantially narrowed down. At the 10th Ple- 
num of the CPS Central Committee new procedural 
rules of the CPCZ Central Committee were approved. 


Progress of Economic Reform 


Last year was marked by great changes in the legislative 
area as well. On the basis of the Directive for Ensuring 
the Comprehensive Restructuring of the Economic 
Mechanism, the CSSR Federal Assembly, following eval- 
uation in public debates, approved laws on state enter- 
prise, agricultural cooperatives, production, consumer, 
and housing cooperatives, and an amended work code. 


During the course of last year the Parliament also 
approved laws on economic arbitrage, economic con- 
tacts with foreign countries, amendment of the economic 
code, law on enterpises with foreign part-ownership, 
amendment of the law on state budget, and law on 
agricultural and income tax. 


This created a legislative base which makes it possible to 
develop restructuring—in this case economic reform— 
according to unequivocal and legally anchored princi- 
ples. The drafting of other laws continues. At the same 
time the new laws, and in this case the decisive respon- 
sibility belongs to the governnment, must be comprehen- 
sive and have universal application in order to eliminate 
the existing disproportionately high number of various 
supplements, exceptions, decrees and procedural rules. 


The legislative activity was accompanied by the first 
important steps in the practical implementation or ver- 
ification of the announced principles. Some of the new 
principles of management have been implemented on an 
experimental basis already since 1987 in a number of 
industrial enterprises. Since the beginning of this year, 
the more exacting conditions of management have been 
adopted by organizations of public food services and 
enterprises of domestic trade, as well as the entire 
agricultural-food complex which has the most experience 
thus far with applying khozraschet principles as well as 
the principles of self-management. 


During the first half of this year, the first stage of 
restructuring the organizational structures of the produc- 
tion, scientific-research and distribution bases has taken 
place, during which 412 new state enterprises were 
established. For the second stage, which is now under 
way, the CSSR Government already approved the estab- 
lishment of an additional 1,127 state enterprises, to take 
effect on | January, or, as the case may be, on | April of 
this year. The remaining portion of the production and 
scientific-research base will be converted into state 
enterprises by the end of June 1989. 


Elections of directors and officials of self-management 
took place in the new state enterprises. For the most part 
the experiences showed that it is an effective means of 
stimulating the interest of the working people and their 
participation in resolving the problems of running the 
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enterprise, the prospects of its development, and guar- 
antee of future prosperity. In order to ensure party 
influence and unification of party forces in state enter- 
prises, the Secretariat of the CPCZ Central Committee 
adopted in June 1988 the Principles of Verifying the 
New Form of Party Build-up in State Enterprises. 


In accord with the resolution of the CSSR Government 
and the national governments, the restructuring of the 
organizational structures of central agencies is being 
speeded up, including the reduction of the staffs by 30 
percent. In the Czech lands it was carried out by the end 
of last year, in the federal and Slovak agencies it should 
be concluded this year by 30 June. An integral part of 
this task is to free appropriate areas and buildings and 
use them efficiently for other purposes. 


On | January 1989, the comprehensive restructuring of 
wholesale and retail prices went into effect, which should 
be followed up in future years by a continuous updating 
of the prices. Still to be completed is the restructuring of 
wholesale prices in transportation and communications, 
in foreign trade, services for the public, part of the water 
management, and at the same time also a carry out 
modifications of construction work prices. 


Restructuring of Social Life 


Concrete steps in the direction of restructuring have 
been taken also in other areas of social life, particularly 
as far as the political system is concerned. The joint 
session of the Central Committee of the CSSR, CSR and 
SSR National Fronts in January last year adopted a 
political resolution on the necessity to galvanize the 
somewhat torpid mechanism of the National Front and 
its units to greater public activity, to become initiatiors 
of politica! decisions, their co-creators, implementors as 
well as controllers. The activity of the National Front 
must be flexibly adapted to the requirements of the 
times. It is not a question of fundamental changes of the 
system, but of a far broader and effective utilization of 
the opportunities for a democratic participation of the 
people in public life, which in the course of time has 
become considerably formalized. 


An important role is played by representatives of the 
National Front units and other citizens in the Commission 
for Drafting a New CSSR Constitution, which recently held 
its first session. The new constitution, which, as the basic 
law of our state will be submitted to a debate by all the 
people, should become the legal base of a consistent imple- 
mentation and deepening of socialist democracy. Its plan- 
ning should be at the same time an example of the extensive 
participation by individual citizens, work collectives, polit- 
ical parties and social and interest organizations in the 
creation of important-—in this case key—political decisions, 
measures, and documents. 
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On the initiative of the National Front was formed the 
independent Committee of the Czechoslovak Public for 
Human Rights and Humanitarian Cooperation, which 
has the task of functioning as an inceptive agency for a 
consistent strengthening and application of people's 
rights and freedoms here as well as abroad, and contrib- 
ute to the development of mutual understanding and 
cooperation in international relations. 


Restructuring places new demands also on the activity of 
the national committees. The point is to give them— 
particularly the national committees at the basic level— 
a decisionmaking authority and responsibility for the 
development of their appropriate territories, to develop 
their self-governing mission, the direct participation of 
the people in management and administration. And all 
that to be based on a significant strengthening of the 
economic independence of the national committees. The 
legal point of departure for resolving these questions 1s 
given by the laws on state enterprise and cooperatives, 
and the recently amended law on national committees. 


Work has begun on improving the general elections and 
amending the election laws. They should be applied in 
the 1991 elections. The amendments should be helpful in 
making the elections better and more effective in acti- 
vating the public and political life of the society, and a 
means for a real demonstration and fulfillment of the 
citizens’ will. To that end, the possibility of electing one 
out of several candidates ought to be a lasting principle 
as well. 


Increasing the democratic character of the activities of 
the legislative bodies and deepening their social and 
political authority is the purpose of the Laws on Proce- 
dural Rules of Order of the CSSR Federal Assembly and 
the Standing of the Representatives in the Legislative 
Bodies. 


Also adopted were the first measures simplifying citi- 
zens’ contacts with the authorities. It appears that this is 
precisely the direction where it 1s possible to go much 
further and remove a number of unnecessary barriers 
which complicate the life not only of the citizens but 
make it impossible even for the authorities and institu- 
tions themselves to act. 


An event very important for the future progress of the 
restructuring was the naming of a new federal govern- 
ment and significant changes in the composition of the 
national governments. The government made a clear and 
easy to understand announcement of a program which is 
based on the resolutions of the 7th, 9th and 10th Ple- 
nums of the CPCZ Central Committee. Of great signifi- 
cance 1s the decision on carrying out the economic 
reform a year earlier, that is by | January 1990. 


The public received the government declaration posi- 
tively, and the 12th Plenum of the CPCZ Central Com- 
mittee also gave it its support. The uppermost require- 
ment, which the proceedings of the Party Central 
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Committee directed to the communists—members of 
the governments, is to overcome departmentalism, work 
collectively, combine qualified development of concep- 
tual decisions with consistent organizational and contro! 
work in implementing stated tasks. The | 2th Plenum of 
the CPCZ Central Committee at the same time made it 
mandatory on party organizations and agencies to sup- 
port the program of the government, and to exert polit- 
ical and ideological influence in such a way that the 
implementation of state goals would become the busi- 
ness of all state, economic, and social organizations and 
agencies, of all the working people. 


Resolution of internal political questions was accompa- 
nied in the past period by a heightened international 
political activity by Czechoslovakia in the interest of 
easing international tensions, consolidating peace, and 
creating a comprehensive system of international secu- 
rity. A specific example of this is the Czechoslovak 
initiative of February 1988 to create a zone of trust, 
cooperation, and good neighborly relations at the line 
where member states of the Warsaw Pact and NATO 
meet. It met with a good international response, as did 
the proposal of our government announced at the 12th 
Plenum of the CPCZ Contral Committee: to convene a 
meeting of prime ministers of Czechoslovakia and its 
neighboring countries on ecological questions and create 
an all-Europe consultative agency to deal with that 
problem. 


Developments here naturally cannot proceed in isolation 
from the situation in other countries and the rest of the 
world. A particularly strong, and by the leadership of our 
party consciously used, influence were the reforms now 
under way in the Soviet Union. Soviet restructuring was 
the basic source of inspiration and experiences already in 
creating the concept of restructuring and democratiza- 
tion in our country. The experiences acquired by the 
CPSU and the Soviet Union continue to significantly 
influence the direction and manner of implementing 
economic, dolitical, and social reforms in our country. In 
the recent past, very inspirational in this respect were the 
February (1988) Plenum of the CPSU Central Commit- 
tee and the 19th all-union conference of the CPSU in 
particular. 


Preparations for the 18th CPCZ Congress 


Last year was of great significance for the working out of 
tactics and strategy for the future development of our 
country. As has been emphasized many times, not all 
measures are exhaustive, many things must be tightened 
up and at the same time the foundation that has been 
prepared must be developed and broadened, so that the 
restructuring truly becomes a nationwide process, a 
people’s movement. In any case, however, the restruc- 
turing :, ~ reality of our life; gradually, with increasing 
intensity, is becoming the moving force of the 
country’s development. 
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The overwhelming majority of the party and the public 
welcomes, demands, and supports the process of 
reforms. Their main result is a heightened interest of the 
people in politics and public affairs, higher mutual 
criticism and demand for higher standards, and a grad- 
ually awakening social awareness of responsibility. 


During the past year the initiative came mostly from the 
center. That is logical, because in a centralized system of 
management the initiative of the center is decisive. Now a 
great part of the authority, but also of the responsibility, is 
consciously being shifted downward, to the lower and basic 
components of management and administration The deci- 
sions can be made in the center, but the central agencies 
themselves wi!l not guarantee implementation. 


The decisive requirement of the present times is to 
introduce restructuring into the life of every workplace. 
No doubt complications and risks will arise, and diffi- 
culties could temporarily became greater. That is the 
reality of the matter and it is necessary to be ready for it. 
A belated awakening from the illusion that everything 
now will go smoothly and ideally (for a long time we thus 
imagined the overall development of socialism) would 
have dire consequences. Restructuring is the only option 
for further development of socialism. There is no alter- 
native. But as any serious revolutionary intrusion into 
the life of society, it brings unrest, uncertainty, agitation, 
it destroys existing relationships which, although they 
were no longer satisfactory, were at least stable. 


Under these conditions of a considerable movement 
within society, there is a growing role for of the party as 
an organized, conscious, and united avantgarde force in 
society. The main result of the 12th Plenum of the CPCZ 
Central Committee is the decision to convene the 18th 
Congress of the CPCZ on 10 May 1990. It will take place 
at an irregular time, a year earlier. It has to be said that 
a similar decision—ven though for the most part it did 
not concern convening a congress but arranging party 
conferences in between congresses—was made also by 
other fraternal parties of socialist countries including the 
CPSU. The present, which marks a turning point in the 
development of socialism, brings important changes in 
the life of society, new needs and new, complicated tasks. 
We must react to all of that. A number of problems were 
being solved during the past plenums of the CPCZ 
Central Committee, the state agencies dealt with them, 
and the all-union conference and other meetings of social 
and interest organizations and creative associations 
expressed their position on them. But it is becoming 
necessary to adopt other, strategic resolutions and judge 
which important questions belong only to the party 
congress. 


Another reason for holding the congress ahead of time is 
the fact that in contrast to previous practice, when the 
directives for the 5-year plan were discussed and 
approved by the congress only during the first year of the 
5- year plan, it will be possible to do so more than half a 
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year in advance. That will make it possible to make in 
the state plans any possible corrections based on the 
resolutions of the congress. This is 2! the more impor- 
tant because it will concern the first 5-year plan con- 
structed already on the principles of the economic 
reform. 


The congress will have a number of important docu- 
ments submitted to it, which—same as the Main Direc- 
tions of Economic and Social Development of the Coun- 
try from 1990 to 1995—will have been previously 
subjected to public discussion. The delegates at the 
congress are to approve the Principles of the Party 
Program as well as the New Articles of the CPCZ, which 
are to be drafted with a view to the changed conditions of 
party work. 


Besides the program setting and conceptually determin- 
ing role, the congress and its preparation should also 
fulfill a relevant, practical task—mobilize the party and 
the society to carry out current tasks with initiative and 
participate actively in drafting key documenis. The 
progress chart of the congress preparations, including the 
responsibilities of individual functionaries or agencies 
and institutions was approved by the | 2th Plenum of the 
CPCZ Central Committee. Important tasks in this case 
should be carried out by newly established commissions 
of the central committee of the party. 


The axis of the congress preparations will be the annual 
membership meetings and conferences. Their task will 
be to evaluate the work thus far, judge how successfully 
the principles of restructuring and democratization are 
being introduced into life under the specific conditions 
of party organization and what results they brought, 
what was the contribution of the collective of commu- 
nists to the fulfillment of the resolution of the 12th 
Congress of the CPCZ and the implementation of the 
Strategy to speed up socioeconomic development. 
Emphasis should be on the activities and example setting 
of communists, their ability to do political work among 
the people, enforce democratic principles in the activi- 
ties of the narty as well as the entire society 


The 12th Plenum of the CPCZ Central Committee 
decided that the annual membership meetings will be 
held in September, October, and November 1989, the 
plenary sessions and the enterprise, factory-wide, local, 
and municipal party conferences in December 1989 and 
January 1990, district conferences from 10 to 11 and 17 
to 18 February 1990, regional conferences and munici- 
pal conferences in Prague and Bratislava from 17-18 
March 1990, and the CPS Congress in April 1990. 


Pre-congress agenda of communists should focus their 
main attention on implementing the resolutions of the 
9th Plenum of the CPCZ Central Committee, which set 
down the procedures for restructuring in the party itself. 
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What 1s the objective of party work and what comes to 
tl. ore in the pre-congress period? It 1s above all, as was 
stated at the 12th Plenum of the CPCZ Central Commit- 
tee by its general secretary, Comrade Milos Jakes, the 
profound democratization of life within the party, dem- 
ocratic implementation of the leading role of the party. 
as well as the requirement that the party be the leading 
moral force in society. The deepening of intraparty 
democracy 1s the unconditional prerequisite of commu- 
nists’ activity, political health of the party, and the 
capacity for its own development. 


Only in 2n atmosphere of freedom of discussion, 
demands for high standards and uncompromising atti- 
tude toward shortcomings, but also of comradely respect 
by communists toward each other and an instantaneous 
readiness to help, will be born a correct, Marxist-Le- 
ninist understanding of reality and an ideological unity 
of the party. Only in an atmosphere where priority is 
given to courageous, innovative approaches to resolving 
problems, where new and progressive approaches are 
held in general respect, will be born a firm unity of action 
of the party. This does not apply just generally to the 
party as a whole. These Leninist requirements pertain to 
every party organization and agency, they are binding for 
all communists. 


The prerequisite for a profound intraparty democracy 1s 
collectivism in the work of the party. That assumes that 
all members be sufficiently informed and the exagger- 
ated and ineffectual “hierarchy of information” limited. 
Democratic attitude in party work must be at the same 
time based on the openness of politics and wide public 
availability of information about the activities of party 
organizations, in order that members of work collectives 
and all citizens can actively participate in fulfilling the 
tasks which are being solved and set down by the party, 
so that through their comments, suggestions, as well as 
criticisms they could influence the policies of the party. 
The chief method of party work cannot be commands, 
orders, limiting of authvrity and responsibility of other 
agencies, organizations and institutions, but the enforce- 
ment of the authority of the party solely by political 
means. 


The political guidance of society cannot, at the same 
time, be implemented other than 1n close union with the 
people, face to face with the masses. The basic require: 
ment, aS was reemphasized at the 12th Plenum of the 
CPCZ Central Committee, is that the line of the party in 
nonparty agencies can be applied exclusively through the 
communists who work in them. This also means, among 
other things—and this became obvious for example 
during the elections of self-management officials and 
directors—that an automatic acceptance of party pro- 
posals and policies cannot be expected. Communists and 
party organizations must wage a unified and organized 
struggle for the leading role of the party in society 
through a continuous ideological education and mass 
political work among people, by setting example, by the 
correctness of the political line and determination in 
implementing It. 
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The requirement for publicity and openness concern 
cadre policies as well. For the work with cadres to be 
correct and effective, their selection for functions has to 
be stripped of secrecy, must be conducted democrati- 
cally, with the participation of the basic party organiza- 
tions as well as work collectives and a wider public. It 
would be useful and desirable that the proposed func- 
uionaries be commented on by those who know them 
best from their political activities, fulfillment of tasks in 
their workplaces. and their life in the place of their 
residence. 


A par’ Jf the pre-congress preparation will also be the 
elections of members of party organizations. The Presid- 
ium of the CPCZ Central Committee decided that gen- 
erally these will be elections by secret ballot out of a 
larger number of candidates. Also, in electing leading 
functionaries it would be a good thing to make possible 
a choice from two or more candidates. The election of 
party funcionaries is an extraordinarily responsible task. 
and how it 1s carried out will decide who in the next 
period will determine the nature of party work and the 
aprroach to do the implementation of tasks. The objec- 
tive is to have at the head of party organizations and in 
party agencies people who have a political, work, and 
moral authority, people who are honest, resolute, and 
energetic and demand high standards of others as well as 
of themselves, who are capable of new thinking and 
acting. It 1s necessary to ensure a healthy change in 
functions, ensure that they will not proliferate, and 
enable young people to gain the necessary experience at 
the side of their older comrades. 


At the same time all party organizations should pay 
attention to filling out party ranks and ensuring the 
continuity of party work. The selection and training of 
candidates must be improved, and the authority of party 
organizations in work collectives strengthened. Young 
people as a rule have an interest in using their knowledge 
and abilities, in achiev 'ng something, excelling, contrib- 
uting to make sure that the needs of society are met. 
They are not afraid of high demands and extra work. 
That needs to be turned to advantage, sensitively and 
convincingly, and at the same time as a raatter of 
principle win young people over for political activity, 
give them an opportunity to work in an environment 
which 1s disciplined and organized, but which at the 
same time supports everything that is new, pioneering, 
young. Filling out party ranks 1s closely related with the 
level of intraparty life and with the everall realization of 
the leading role of the party in society. 


The revitalization of the life of the party and the new, 
fresh atmosphere in its work should be manifested 
particularly in the activity and resoluteness in applying 
the principles of restructuring in the economy and other 
areas of social life, as well as in the self-sacrificing 
attitude in fulfilling the tasks of the Eighth 5-Year Plan 
and in minimizing shortcomings that now exist. The 
extent to which these requirements are met will be the 
basic criterion of party work and a measure of how much 
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it responds to the demands of the times. Not merely new 
resolves, but above all an exacting evaluation of specific 
acts in fulfilling already adopted resolutions should 
constitute the main content of the yearly party meetings 
and a source of activization of the entire party for 
dealing with the new economic and social tasks. 


Last Year's Results 


On the basis of preliminary results it can be assumed that 
the national income rose by 2.8 to 3 percent during last 
year. We were successful in achieving a faster growth of 
the national income over the growth of industrial pro- 
duction, but at the same time the determined percentage 
for covering the growth of national income by labor 
productivity has not been reached. Last year the volume 
of construction work was slightly exceeded, but the 
favorable conditions at the beginning of the year, which 
by coincidence are occurring this year as well, have not 
been well used by any means. In the CSSR we achieved 
balance in the planned growth of gross agricultural 
production, even though the grain harvest was slightly 
higher than required by the plan, but at the same time we 
registered some shortfalls in the harvest of sugar beet (as 
much as 30 percent) and potatoes. In 1988 the increase 
in retail turnover was considerably exceeded (in compar- 
ison with 1987 the market was supplied with additional 
goods in the value of almost Kcs 15 billion), but we were 
not successful in removing the disproportions between 
supply and demand. The reasons, among other things, 
were a faster than assumed by the plan growth of loans 
(for newlyweds as well as in cash), lower rate of savings, 
an above-plan growth of the volume of wages and 
bonuses in the unified agricultural cooperatives, and first 
and foremost—the deliveries for the domestic market 
were not in the desired structures, and in the case of 
some types of goods also not in the desired volume. 


Those “buts” in the mostly good results show that in 
judging the economic development it would be inappro- 
priate to use insufficiently exacting and basically concil- 
iatory and nonincentive standards of evaluation. That 
would not be in keeping with the implementation of an 
intensive kind of development and acceleration of socio- 
economic growth. At the same time, however, it would 
not be right to look at the situation through “dark 
glasses”. Where there are good results, they must be 
appreciated and rewarded as deserved. As was heard ina 
number of discussions during the 12th Plenum of the 
CPCZ Central Committee—the evaluation should act as 
a call to a struggle with shortcomings, not a reason for 
postponing their urgent solutions. 


The introduction of a number of essential planned 
capacities into operation is at risk, and unfinished con- 
struction projects keep increasing. Last year’s plan 
assumed a reduction of inventories by Kcs 10.5 billion; 
in reality, however, they grew since the end of November 
by Kes 23.1 billion and the total amount represents 
roughly the entire national income. Nor can we ignore 
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the fact that even though the growth of wages is com- 
mensurate with the growth of adjusted output value, this 
often grows as a result of higher prices, orientation to a 
more profitable structure of production, pseudo-im- 
provement, etc. This happens because many of our 
enterprises behave solely as producers and forget that 
they are consumers as well. And thus we come up against 
the fact that they are complaining about problems which 
make their life and work difficult, but expecting their 
solution from others. But in many instances the solution 
is in their own hands. 


In judging the third year and the three years of the 5-year 
plan, it is above all necessary to keep in mind that it 1s 
mostly the qualitative indicators of the replacement 
process which are not being fu! Siied. One of the greatest 
problems is that we have not been successful in reducing 
the share of total costs for outputs. The material costs for 
outputs fell, according to preliminary estimates, by 9- 
tenths of | percent, which is the best result of the Eighth 
5-Year Plan, but the plan assumed a reduction of 2.7 
percent. Although the profit indicator will be roughly 
fulfilled, it is created for the most part by using extensive 
factors. We have not been successful either in carrying 
out the necessary structural changes. The increase in the 
branches of energy, fuels, metallurgy, chemical industry, 
and production of construction materials was to reach 20 
percent during the three years, but in reality we are 
talking about a 35 percent growth. At the same time, 
however, the planned tasks in machinery and electrical 
industry have not been fulfilled. All this is reflected in 
the suppiier-consumer relations and in the fulfillment of 
tasks in foreign trade. Thanks to the decline in the price 
of raw materials and a moderate price increase for final 
products, there has been a slight improvement in the 
exchange rate with socialist and nonsocialist countries, 
but export was realized as planned only with the socialist 
countries. 


This is the result primarily of the unsatisfactory state of 
R&D, which is the main factor of intensification. For 
example, the share of new products in the total industrial 
production was a mere 5.5 percent for the three quarters 
of 1988. The quality and technical level was verified on 
not quite a half of these products, whereas only a third of 
evaluated products were certified as _ technically 
advanced and 5.4 pecent received a Q, the highest degree 
of quality. 


R&D has in no way become the pivot of planning or the 
key means to increasing quality and technical level of 
production and goods, and thus also a more efficient 
exchange on the domestic as well as foreign market. 


We must take a look at the reality that last year the 
planned 97,600 apartments were not built in its extended 
connections—political, economic, but human and social 
as well. The objectives of the 5-year plan were to build 
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482,000 apartments, but the current state of completion 
and unfinished construction show that there will be a 
shortfall of roughly 33,000 apratments with all the ensu- 
ing complications. 


In the evaluation we should not overlook, either, that 
although the use of the national income for ensuring 
social policy is at the planned level of tie 5-year plan, the 
creation of resources is lagging behind and the annual 
plans have been scaled down. Personal consumption, 
too, is in accord with the objectives of the 5-year plan, 
but that is mainly because of drawing on planned 
reserves in the use of the national income. 


Our economy is capable of achieving better results. 
However, that assumes a more determined approach 
toward solving material problems and improving the 
balance in the creation and use of resources, and at the 
same time a steady course in implementing the restruc- 
turing of the economic mechanism. 


Accelerating the Restructuring of the Economic 
Mechanism 


The decision of the government to carry out the eco- 
nomic reform a year earlier represents a complicated and 
in its own way a risky task, which requires extraordinary 
effort from the central agencies as well as the production 
sphere, in order to adopt the essential political, eco- 
nomic, organizational, and legislative measures in half 
the time. That is essential, so that the provisional arrang- 
ments of the transitional period, when concurrently with 
the new mechanism the old systems of management and 
planning are still in effect, can be done more quickly, in 
order that the comprehensive effect of the new principles 
of management can be tested ahead of time and experi- 
ences gained which we will be able to use for a successful 
start of the Ninth 5-Year Plan. 


It must be said frankly that together with the restructuring 
of the economic mechanism new risks are arising, or the old 
ones, which have been with us in the past, are appearing in 
a more conspicuous form. The most serious is the danger of 
inflation, which thus far no socialist country has been able 
to avoid to some degree. Therefore we have determined a 
course for the gradual restoration of economic equilibrium 
and adopted a number of measures to introduce stabilizing 
elements into the economy. 


Another serious risk is the fact that the qualitative 
indicators of the state plan are not being fulfilled, par- 
ticularly in the creation of national income and effi- 
ciency of production as well as foreign trade. That leads 
to an increasing tension in the economy, causes difficul- 
ties in restoring equilibrium and introducing order into 
supply and demand, and prevents putting limits on the 
number of tasks set by directives, etc. 
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We can also include among the risks the fact that 
enterprises as well as central agencies will not necessarily 
be able to cope immediately with the new planning 
procedures and value instruments, particularly the 
prices. We can also expect a number of difficulties in the 
financial management of the enterprises, so that we 
mighi see efforts to find more comfortable ways to 
achieve economic results. A number of legal norms may 
not be entirely complete, and moreover we shall not have 
available comprehensive parameters of the Ninth 5-Year 
Plan to speed up the restructuring of the economic 
mechanism. These as well as other stumbling blocks 
cannot be removed by administrative means of some 
kind. We have to count with them in the long term, be 
prepared for therm, prevent them where possible, and do 
so with informed initiative, and respect for societal 
interests in fulfilling economic tasks, al! of which should 
be at the center of attention of party agencies and 
Organizations. An important roie in this matter belongs 
to the central agencies, which have to proceed in concert 
with the enterprises in overcoming difficulties. This does 
not entail issuing all manner of new directives and 
instructions, but wel: thought out solutions to specific 
probiems of individual enterprises, assistance by eco- 
nomic means or by advice. No less important will be a 
timely signalling of difficulties and taking a stand toward 
newly arisen problems. 


In the interest of a successful progress of restructuring 
the economic mechanism it is essential that in the 
enterprises, central agencies, as well as in political and 
social organizations the party takes under its control the 
guaranteeing of national needs, such as deliveries to the 
domestic market, meeting obligations arising from com- 
mercial contracts, introducing results of R&D into prac- 
tice, rational management of energy and raw and pro- 
cessed materials. And neither can we forget the 
realization of changes designed to streamline the internal 
enterprise management and planning, there is also the 
need to improve and speed up the training of leading 
cadres and all employees, prepare in good time for the 
possible need to change qualifications, organize the 
exchange of experiences among organizations, and uti- 
lize guidance services. 


The course of the restructuring of the economic mecha- 
nism is linked in the mind of the people with some 
simplified and vague notions. They are caused in part of 
inadequate economic propaganda and incitation. Also, 
there has been evident a certain absence of qualified 
pronouncements ty representatives of central and enter- 
prise management agencies and organizations. These 
debts have no “objective”’ reasons and there is nothing to 
stand in the way of making good on them quickly. As was 
stated at the 10th Plenum of the CPCZ Central Commit- 
tee, the restructuring of individual social areas cannot be 
realized without a restructuring of thinking, without 
overcoming stereotypes of many kinds, and without an 
understanding of the new needs and requirements of 
development. We cannot ignore how people view 
restructuring, how they accept it, and what attitude they 
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take toward the new economic rules. At the same time we 
have to realize that we could pay dearly for any simpli- 
fication of the situation and minimizing of the complex- 
ities of the tasks. 


The transition to a new quality of economic growth is 
directly linked with a new approach to and conception of 
research and development. That is why at the Pienum of 
the CPCZ Central Committee it was stated unequivo- 
cally: If we do not manage to accelerate research and 
development, we cannot count on maintaining the 
achieved standard of living. This step must be brought 
into harmony with the economic policies of the CEMA 
member countries. We have to be mindful that the effort 
to produce everything ourselves, and not making suffi- 
cient use of the international division of labor, has a 
negative impact not only on the quality of our produc- 
tion and progress in R&D, but on the overall efficiency 
of our economy. That is why such an emphasis is being 
placed on the development of specialization and coop- 
eration, direct contacts, and establishment of joint enter- 
prises with CEMA countries as well with other countries 
on the basis of mutual benefits. That, too, should con- 
tribute to the creation of a highly demanding economic 
environment, where there will be no room for routine 
appr iaches and a distaste for accepting risks and being 
truly entrepreneurial. A broader incorporation into the 
so“ialist economic integration and international division 
of labor is also one of the important conditions for 
realizing the urgent structural changes in our national 
economy. 


To be sure, a fundamental turn-around will not happen 
in a day, but our goal must be not to lose even one day 
and enter the Ninth 5-Year Plan completely prepared. At 
the same time, however, we have to keep in mind that 
the international as well as our own economic life will 
change and correct a number of our steps, and that some 
decisions may have to be modified or slightly changed. 
As Premier Ladislav Adamec emphasized in his report to 
the CPCZ Central Committee at the 12th Plenum, we 
hold that the most important thing is not to come to a 
standstill, not to lose heart, not to back away from 
difficulties. To go forward step by step in adjusting the 
system of management to the needs of a dynamic devel- 
opment of sciences, technology, and production rela- 
tions. 


Social Orientation of Economy 


We are realizing the restructuring of the economic mech- 
anism under circumstances where the tasks of the plan 
have been determined by specifications from above and 
the decision making by enterprises is bound by the 
traditional structure of indicators, centralized appor- 
tioning of resources, unsatisfactory price system, and 
other limiting factors. But even in the given situation it 
is possible to find acceptable recourses, mainly by har- 
nessing unused potential. In order to ensure socioeco- 
nomic development of the country, it is necessary to 
proceed in a unity of conceptual and strategic measures 
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connected with the restructuring of the economic mech- 
anism and fulfillment of the appropriate tasks for 1989 
and the entire Eighth 5-Year Plan. The realization of 
these is precisely what will determine to a large extent 
the success of the economic reform and a good transition 
to the nineties as a whole. 


It was with regard to these realities that the plan for 1989 
was constructed, the main goal of which is to create 
conditions for restoring internal and external equilib- 
rium in our economy. That is also reflected in the lower 
dynamics of the growth of the national income (by 2.2 
percent in comparison with last year). The plan for this 
year takes into account the thus far unsatisfactory 
results, particularly in the fulfillment of qualitative indi- 
cators. It also has as its aim the financial and cash flow 
stability of enterprises and organizations before their 
transition to the new economic conditions in 1990. 


The lower dynamics of the plan should also make 
possible the realization of the second stage of the restruc- 
turing of organizational structures of the production, 
R&D, and distributional base. Industrial production 
should grow by 2 percent, construction work by 1.3 
percent, while the total volume of investments should 
amount to Kes 177 billion (i.e., Kes 8 billion less than 
was the original task for the Eighth 5-Year Plan), and the 
extent of building starts should be reduced from the 
original Kcs 63.9 billion to Kcs 48.5 billion. The share of 
total costs for output is to be reduced by 0.92 percent, 
and material costs by |.1 percent. Export to socialist 
countries should grow by 3.7 percent, whereas the vol- 
ume of export to nonsocialist countries would remain at 
roughly the present level. Import from socialist countries 
is planned to be 2.3 percent higher and import from 
nonsocialist countries should be reduced by 2.6 percent. 
The plan for the current year counts on a further growth 
of citizens’ cash income by 2.7 percent, personal con- 
sumption should increase by 2.4 percent, and retail 
turnover by 2.6 percent. 


The stated tasks must be considered minimal. Their proper 
fulfillment is a decisive prerequisite for putting a halt to 
the current unfavorable trends in the development of the 
national economy and a basis for a successful preparation 
for the more demanding conditions in 1990 and in future 
years. The plan for 1989 and the efforts of the government 
are aimed at a further strengthening of the social orienta- 
tion of the economy. Even if we are working out some 
extraordinarily complex conceptual tasks relating to a 
longterm socioeconomic development, it should not be at 
the cost of meeting the needs and the overall! living 
standard of the people. That is the fundamental political 
directive of the party. Its fulfillment should be the aim of 
all party agencies and organizations. The point is to give 
special attention to ensuring planned deliveries for the 
domestic market in the desired volume and structure, 
direct the initiative of the working people toward fulfilling 
the qualitative indicators of the plan, and in evaluating 
managers take into consideration as one of the chief 
criteria the fuifillment of commercial contracts. 
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Because we have not been successful in resolving on a 
consistent basis a number of longlasting problems of our 
economy in the past, we are now faced with dispropor- 
tions and breakdowns, all of which we cannot resolve 
immediately. It will require considerable effort and 
self-sacrifice, as well as some time. The decisive prereq- 
uisites will be created by the economic reform. However, 
that does not mean that economic results and the meet- 
ing of people’s needs could not be improved even now, 
sometimes very markedly. Many shortcomings are of a 
subjective nature, and their solution lies in the improve- 
ment of management and organizational work, and in 
better use of the initiative of the working people 
although not, of course, in order to rectify management 
mistakes. 


For example, losses resulting from poor quality of pro- 
duction and poor service often amount to billions of 
korunas, the low quality of goods causes justified annoy- 
ance on the part of our citizens and damages Czechos- 
lovakia’s name abroad. At the same time—as is con- 
firmed also by the findings of the control agencies—for 
the most part getting rid of these shortcomings does not 
require great financial resources, but “only” maintaining 
discipline in work and technology, and putting national 
interests in first place ahead of dubious and often also 
illegal use of loopholes in the planning mechanism. 


We can talk in a similar vein about problems in supplier- 
consumer relations, which do not always arise only as a 
result of poor planning, but also as a result of poor 
managemeni, failure to fulfill production tasks in the 
desired structure and quality, disproportionate material 
costs for production, etc. Problems in the market are 
caused, besides the overall disequilibrium in the econ- 
omy, also by the failure of producers to fulfill commer- 
cial contracts, as well as by poor marketing practices; 
problems in services do not lie only in the overall 
backwardness of the service sector, but perhaps also in 
the fact that the national committees do not proceed in 
this area of their activities with the necessary vigor and 
competence. 


But in the current situation there is nothing to prevent an 
improvement (and even without an extraordinary 
demand for imports) in the goods displayed on shop 
counters, or to have among them inexpensive, standard 
kinds of products. The {2th Plenum of the CPCZ Cen- 
tral Committee emphasized with justification on this 
point that the equilibrium in the market is not the matter 
solely of global decisions by the central agencies, but that 
it can be created systematically and in a goal-oriented 
way at the local level, where in many instances a more 
active role must be performed by trade organizations, 
national committees, as well as by cooperatives. 


Similarly, to improve services there is no need to wait for 
an overall strengthening of the service sector as a result 
of basic structural changes. Even now there exist good 
examples of how an active, entrepreneurial activity of 
the national committees and their organizations, and of 
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the production, consumer, as well as individual agricul- 
tural cooperatives supplemented with individual activi- 
ties by citizens, can Dring positive results in this socially 
and politically extremely important sector. 


We can partially resolve already this year some of the 
problems in transportation, mainly to and from work, by 
a more rational distribution of transpcrtation facilities. 
The government has decided to search for, according to 
the results of the economic development, additional 
resources for the improvement of material conditions in 
education, health services, and culture. The amendment 
to the iaw on housing, which will be evaluated in public 
discussion, should contribute to the solution of the 
serious shortcomings and downright injustices in the 
management of housing. The sociopolitical and eco- 
nomic principles of the new housing policy will be 
prepared by the government for discussion at the plenum 
of the CPCZ Central Committee, which will deal with 
social problems and which is expected to take place in 
the second half of this year. 


The government, as its prime minister underscored at 
the 12th Plenum of the CPCZ Central Committee, will 
ask of the enterprise sector to give up, in the spirit of the 
law on state enterprise, paper-shuffling and begin to 
work with all the advantages, complexities, as well as 
risks. There is need to change over as soon as possible to 
self-financing and modern enterprise subdivision man- 
agement. At the same time, the aim is to stop thinking in 
terms of categories of individual results, and achieve a 
more extensive reproduction process by means of satis- 
fying the needs of the national economy and individuals 
with products and services of high utility value, as 
inexpensively as possible, and at minimum cost. 


The activity of the enterprise sector must be supported, 
motivated, and directed by effective work of a unified, 
efficient center. The first and foremost task of the central 
agencies is the comprehensive development and consis- 
tent implementation of the strategy for accelerating 
socioeconomic development. Only by way of fundamen- 
tal changes in the structure of the production forces, the 
system of economic reijations, and democracy in man- 
agement, can we go forward toward a dynamic equilib- 
rium in the economy. 


That requires a transition from directing by mere orders 
and prohibitions to directing by means of utilizing the 
interests of individuals and collectives, and creating 
strong incentives to increase the efficiency of produc- 
tion. To adopt a national, statesmanlike approach to the 
fulfillment of tasks, free from departmental and local 
biases. To introduce and use in a creative way the 
principles of economic reform without bureaucratic 
delays and with respect for the idiosyncrasies of individ- 
ual branches and areas. To keep in mind always and in 
all matters the economic impact, the moral aspect, and 
the political consequences of every decision. 
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The 12th Plenum of the CPCZ Central Committee was 
an important milestone on the road to a comprehensive 
economic and social restructuring and democratization 
in the interest of accelerating the economic development 
of our country. 


It soberly evaluated the results thus far, set down specific 
tasks for the future period, and the main directions of 
their implementation. It was marked by its sober, criti- 
cal, and open approach to today’s complicated problems 
and needs. 


Its resolutions need to be implemented equally soberly, 
constructively, and competently, with faith in our own 
powers and ability. 


POLAND 


Military Dai'y Supports Reform While 
Maintaining Party Precedence 

26000278 Warsaw ZOLNIERZ WOLNOSCI in Polish 
19, 20 Dec 88 


[Article by Tadeusz Sokolowski: “Limits of the Refor- 
mability of Socialism”’] 


[19 Dec 88 p 4] 


[Excerpts] The course set toward socialist renewal, 
toward deep changes in the economic and political 
system in Poland is to remove the results and factors 
deforming existing socialism, of the neglect and disabil- 
ities—everything with which we are struggling on a daily 
basis. It is also to restore the premises. values, and norms 
that lay at the foundation of the creation of the order. 
This course demands deep revaluations in our way of 
thinking and acting developed during the previous 
period. These customs and habits give rise to questions: 
is this the end of socialism, a departure from it? How far 
will the reforms go? These questions require an explana- 
tion. What is socialism? From what are we departing? 
Toward what are we going? [passage omitted] 


This system undoubtedly has had some successes, which 
brought civilizational progress and economic development 
to societies behind in development and in industrialization 
and cultural advancement to the working masses. But it has 
also been characterized by a low level of efficiency, inade- 
quate innovativeness, chronic shortages of material goods, 
and also by dogmatic, unrealistic stereotyped ways of think- 
ing. It has also been characterized by a distorted under- 
standing of marxist-leninist theory. 


Initially, people thought that the development of social- 
ism would proceed along a constantly rising line of 
development, that slight changes suffice, and that every- 
thing would be fine. In reality, the model for building 
socialism has been characterized by a single-party state, 
etatism, i.e., treating state ownership as the hignest form 
of ownership, a command-administrative system of 
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management, centralism in intraparty relations, and 
Stagnation in Marxist thought. In earlier times, they 
edited out and banned, from the socialist vocabulary, the 
notion of “reform,” which was identified with reform- 
ism, denoting an opportunistic direction in the workers’ 
movement, and limited themselves to demanding social 
reform within capitalism, and resigning from the social- 
ist revolution. Attempts to reform were usually called 
“an economic maneuver.” 


They also thought that the mechanisms determining 
economic efficiency, the system of material and moral 
stimuli for more productive work, careful investment 
and performance analysis, elasticity in operation of an 
enterprise, a high inclination to innovate and take risks, 
and personal responsibility on the part of each decision- 
maker for those affairs within his jurisdiction, are justi- 
fied only within a capitalist economic system. In reality 
these mechanisms are essentially neither capitalist nor 
socialist. They define the efficiency of the economy and 
the productivity of labor. 


Currently reform—meaning evolutionary changes, 
adopting socialism to new conditions—arouses voices 
expressing concern that socialism is being sold out. 
There are also those voicing the view that socialism has 
already existed in Poland. 


In both cases, they have forgotten that building socialism 
is a long-term, complex process of social change that 
occurs on the basis of the development of the productive 
forces, that depends on the transformation of the polit- 
ical institutions and of social awareness, that the process 
ot building socialism has only begun. [passage omitted] 


The contemporary understanding of these calls is wide- 
spread. It is also widely understood that reforms are an 
essential operation for reaching a quality of life equal to 
that in the highly developed countries of the world. This 
understanding does not mean obviously that the roads to 
this life are equally well understood. There are four 
views in this area: |) cosmetic transformation of social- 
ism without essential changes in the model; 2) deep 
changes in socialism in the economic, social, political, 
and cultural sphere; 3) convergence of socialism and 
capitalism into a common order; 4) the restoration of 
capitalism. The last two options derive from taking the 
position that socialism cannot be reformed, a position 
ideologically opposed to socialism. 


The second view was begun by the line of socialist 
renewal outlined by the Ninth Extraordinary PZPR 
Congress in 1981. [passage omitted] 


The will to continue socialist renewal was confirmed at 
the 10th PZPR Congress. The operations to implement 
this line have been successively implemented, although 
they have not produced the expected results, since the 
social reactions have differed from the intended ones. 
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The call for reform in Poland appears to be universal. 
The program of action and the first steps of the govern- 
ment of Premier Mieczyslaw F. Rakowski are consonant 
with this call. The idea of a roundtable is also consonant 
with it. It provides an opportunity for a great creative 
reforming effort. 


We must be aware, however, that new, creative solutions 
never previously tested, arouse concern and even social 
anxiety, for they require a fundamental plowing under of 
the interests of various social groups and are associated 
with renunciations by citizens and social groups. 


Systematic reforms of the way the economy operates and 
the social and political reforms associated with first 
reforms are absolutely necessary in order to keep pace 
with changes in civilization, in order to implement the 
goals of socialism, in order to meet the socially justified 
needs of the working people. The state and political 
authorities have shown the will required. But, it must be 
said clearly, all of society must display such will. [passage 
omitted] 


The factors hampering the reform process, which has 
been introduced, lie in nearly everyone of us, regardless 
of the place each of us occupies in the social division of 
labor, in the various areas of social life. In the socioeco- 
nomic sphere, the operation of the command-adminis- 
trative management of the economy hampers progress as 
does the relatively low level of the work ethic. In the 
political sphere, on the other hand, the well-heeled 
bureaucracy and the disorder of democracy in various 
units of the economic, political, and social life continue 
to hamper progress. 


The most important sphere, in which it is difficult to 
make rapid changes, is the spiritual, the moral and 
psychological sphere. It is based on the system of values 
and norms which have developed from the beginning of 
the creation of socialism as an order: 


—The principle of justice expressed in words by “to each 
according to his work,” according to which for the 
same quantity and quality of work, one should be paid 
the same; 


—The pr'nciple of solidarity or help for weaker people; 


—The principle of security according to which employ- 
ment is always guaranteed for everyone and everyone 
is guaranteed the standard of living achieved now and 
in the future. This principle amounts also to the 
conviction that in case of troubles, one can always 
count on the state; 


—The principle of the priority of the general social 
interest over the interests of groups and individuals, 
and also the priority of the long-term, multi-genera- 
tional interests over current, immediate interests. 
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This is a system of views based on social and ethical 
values, but it is also internally contradictory, since it 
tends to separate these values from direct association 
with the efficiency of the economy. Responsibility of the 
individual for himself, for his living conditions have 
been shifted to the whole of society, and this shift leads 
to an attitude of waiting for instructions, directives, to a 
lack of initiative and activeness. [passage omitted] 


{20 Dec 88 p 3] 


[Excerpts] Putting such a system into practice will inev- 
itably lead to conflicts that can be used by people striving 
to overthrow socialism. In order to counteract these 
aims, it is essential to continue to implement and deepen 
a systematically conducted policy of socialist renewal, in 
spite of the difficulties and blunders. Obviously, the 
reforms have their boundaries which cannot be crossed 
without threatening the identity of the order. 


These boundaries are, as Wojciech Jaruzelski stated for 
the British paper THE GUARDIAN, “The objective 
interests of the sovereign, socialist Polish state within its 
secure boundaries,” which are not established by some 
arbitrary decision. A concrete reality marks them out. 
[passage omitted] 


During the course of the discussion in groups that 
recognize the socialist character of our state, and espe- 
cially in the Polish United Workers’ Party, the roads to, 
and range of, change have been outlined. The question of 
the transformation of the property relations has come to 
the fore. This question is conditioned by the fact that, at 
the bottom of the current crisis, as well as of previous 
ones, there lay a contradiction between the forces of 
production and the relations of production. Previous 
forms of socialization were associated primarily with 
state ownership, identified with the highest form of 
socialization. Thus, transformation of these relations 
conditions changes in the economic and political sphere. 
[passage omitted] 


The PZPR recognized at sixth pienum of the Central 
Committee that the main task is to raise the efficiency of 
the economy within the socialized sector. This means 
that a reform of the property relations should work for 
authentic socialization. Social efficiency, the ability to 
meet the needs of society, will determine the structure of 
the types and forms of ownership. This is the price for 
the development of self-government as well as equal 
rights and mutual supplementation, even competition, 
of the various forms and types of property. 


A course toward the development of self-government 
and independence in the economy requires limitations 
on the role of the state in this area. It does not mean, 
however, that the state resigns from responsibility for the 
state of the economy. The state as a society-wide insti- 
tution has a peculiar ability to create favorable condi- 
tions for business. 
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It can create these conditions on a mass scale and in a 
coordinated manner. This is the advantage of our order, 
so far theoretical, which the current government of 
Premier Rakowski is putting into practice, for example, 
by annulling several hundred ministerial-level regula- 
tions. [passage omitted] 


The principle of social justice, the defense of the weak- 
est, remains in force under the reformed economy, 
although the division according to labor does not indi- 
cate a division according to its investments, but accord- 
ing to performance, both individually and collectively. 
This requires the right to work, but not the right to a job, 
to a hypertrophy of employment. The principle of equal- 
ity as equal opportunity will also be deepened. 


The policy of socialist renewal, in addition to the quali- 
tative changes in the economy, presupposes the need 
equally to deepen the reform of the entire political 
system—of the socialist state, of the political parties, of 
the trade unions, of the civic organizations, and of the 
local and workers’ self-governments, Without democra- 
tization of this system, it is not possible to implement the 
reform in the economic sphere, for it requires initiative, 
entrepreneurship, and innovation. This requirement 
derives from the essence of the order, which treats the 
principle of popular rule as one of the fundamental goals. 
This value meets the deep needs of man, responds to his 
aspirations, and is a prerequisite for the effective oper- 
ation of the political system. [passage omitted] 


The broadening and further concretization of the efforts 
required to make the political system more democratic 
were outlined at the last plenums of the PZPR Central 
Committee. They judged the main directions of the 
process of democratization to be the limitation of the 
omnipotence of the state, the development of socialist 
self-government, the deepening of the process of national 
reconciliation, the search for new forms of exercising 
authority in a coalition, of socialist pluralism, the devel- 
opment of citizens’ rights and freedoms, the strengthen- 
ing of openness and the rule of law, and a change in the 
model of the leading role of the party. 


In the 1980’s, an extensive system of institutions and 
forms of democracy were created, but this fact does not 
mean that this process has ended. There is still discus- 
sion about what the range, tempo, forms, and contents of 
the broadening of democracy, of the modernization of 
the Polish political system. There are voices calling for 
the most rapid broadening possible, creating new politi- 
cal parties, thanks to which we will become more dem- 
ocratic and overcome the economic impasse. The moti- 
vations behind these voices derives from two sources: 
not only from impatience, because all the changes intro- 
duced are not operating satisfactorily, but also from a 
drive to dismantle the socialist order. 


Radical, rapid changes threaten to transform democracy 
into anarchy and raise the specter of a return to the 
“liberum veto.” We had an example of such a situation 
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in 1980-81. It appears that at present it is not possible to 
run to far ahead, but we must make maximal use of the 
existing democratic rights or the ones to be introduced in 
the near future. This exercise requires broad, active 
participation by society in these institution, in the con- 
trol of the actions both of the self-government represen- 
tatives and of the state administrative bodies. 


The detailed range of the reform of the political system 
obviously cannot be decreed in advance. It is possible, 
however, and even necessary, to outline the boundaries 
which are the limits of the identity of the order. Such an 
unbreachable boundary is “the socialist character and 
development of our country,” as W. Jaruzelski said at 
the eighth plenum of the PZPR Central Committee, 
while emphasizing that “there is no freedom without 
responsibility.” 


The initiator and guarantor of the changes in the state 
and in the economy is the PZPR. Thus, for the changes 
to succeed it is necessary to strengthen the party in all its 
links, along the lines of “the same, but not the same 
party.” We need an intellectually and programmatically 
active party, determined to strive for the changes for 
which the conditions have grown ripe. Changes in the 
operation of the party are essential to regain the avant- 
garde character of the working class, in order to unite all 
of the reform forces. 


The process of reforming socialism in Poland is congru- 
ent with the Soviet perestroyka and with the goals the 
other socialist countries are pursuing, is congruent with 
bringing the values and ideals of the socialist order to 
life. The main directions and forms for implementing 
the socioeconomic acceleration through reform of the 
economic and political system and through changes in 
social awareness are also held in common. 


In considering what socialism is, what reforms would be 
a departure from its principles and values, it is necessary 
to emphasize again that reforming socialism means a 
change in the variant of socialism implemented until 
now. It means a return to those values that lay at the 
foundation of the socialist revolution. 


The identity of the socialist order is faithfulness to the 
principles, to the values that define the dynamic of 
growth based on the principle of the congruity of the 
character of the forces of production and the relations of 
production, by the social justice excluding exploitation 
and alienation of labor and inequality in the sociopoli- 
tical structure. The identity is also a striving to the 
maximum satisfaction of the need of all of society, in 
accord with the demands of progress in civilization. 


If socialism is to be brought to life in practice, it must 
reform constantly. This process will certainly experience 
slow downs and encounter complications, but it will 
strive toward the goal. It is worth remembering that 
much time is needed to implement reforms; it must be 
calculated in years. We must then also remember that in 
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the course of changing the old for the new a transition 
period occurs. In principle, it is logically absurd and 
incoherent, and it does not produce the desired effects all 
at once. The introduction of the new model requires 
consistency in reform, rejection of efforts alien to socia!- 
ism as well as rejection of conservatism in defending the 
old model. 


Party Views Clash Over Events, Reform Efforts 


*Arch-Conservative’ Warning 
26000323 Krakow ZYCIE LITERACKIE in Polish 
No 4, 29 Jan 89 pp 1, 6 


[Article by Stanislaw Kociolek, former Politburo mem- 
ber, former First Secretary PZPR in Warsaw and 
Gdansk: “For a ‘Roundtable’ Within the Party”’} 


[Text] At the 10th PZPR Congress it was emphasized 
that values linked to socialism have deeply pervaded the 
Polish society. Indeed, attachment to the principle of 
social justice (and in the East this principle has been and 
is being applied to societal life by socialist doctrine and 
practice) is widespread. 


Social support remains solid for a practical policy which 
is or would be the basis for implementing the principle of 
social justice and is or would be based on one dominant 
type of ownership, public ownership, as well as on a 
universal system of social security. However, changes in 
the established notions are taking place. These changes 
are chiefly taking place in the actual socioeconomic 
conditions, in which a growing prominence is being 
reached by the private-capitalist property sector, with 
private enterprise based on maximum profit as, properly 
speaking, its sole criterion. This is confirmed by practice: 
on the one hand there is the growth of private-sector 
companies and on the other the market continues to be 
dominated by scarcities while at the same time prices are 
rising and quality deteriorating. 


A logical consequence is the shift in the hierarchy of 
values, detracting from the role of socialist ethos in 
public awareness. In the nature of things, sooner or later, 
the political consequences of the new alignment of 
economic relations will follow. 


Ideological shifts also are taking place. They ensue from 
Christian social doctrine as well as from the crisis of the 
socialist ideological formation. The causes of this crisis 
are twofold: on the one hand it is rooted in the historic 
settlement of accounts with the post-Leninist (and 
increasingly often with the Leninist) formula for social- 
ism-building, and on the other from the objectively 
difficult solution of the problems of real life which are of 
critical importance to the future of socialism. 


The Theses of the 10th Plenum of the PZPR Central 
Committee state: “The fundamental goals and values 
defined in ‘The PZPR Program’ remain... immutably the 
ideological signpost for the entire party. Likewise, an 
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overwhelming majority of the assessments and direc- 
tional targets contained in that Program remains topi- 
cal” (Thesis 71). But is that really so? 


First, in the “Program” the language of the chapter on 
socialism-building in Polish conditions differs markedly 
from the language of the “Theses.” The conceptual, 
terminological, and stylistic differences are palpable. 
This concerns a substantive evolution that is of doctrinal 
importance to the program of action. In particular, this 
concerns the treatment of the party’s leading and guiding 
role. 


Second, the treatment of the role of Marxism-Leninism 
in the “Program” and in the “Theses” is markedly 
different. I think that the language in which that role is 
couched in the Theses (41-44), as distinct from that of 
the “Program” (pp 62, 85) relativizes what could be 
viewed as the lasting, historic values of the doctrine as 
well as the unique and original nature of its “contri- 
bution to the intellectual culture of mankind.” The 
“Program’s” point emphasizing the attainment of “a 
leading position in the intellectual life of the society” for 
the theory by which the party guides itself is missing 
from the “Theses,” which leaves totally open the ques- 
tion of “broadening the Marxist-Leninist knowledge of 
PZPR members”—open, meaning actually negating the 
validity of that aspiration. 


Third, the two documents differ fundamentally in their 
treatment of the issue of the class-oriented social base of 
the party. In its chapter, “The Working Class as the 
Momentum for Socialist Changes,” the “Program” 
states, “The party expresses chiefly the political and 
social interests of the working class. The working class is 
the keystone of socialism in Poland.” By contrast, the 
“Theses” (33 to 38) stress that the PZPR, “...while it 
does not cease to be... the workers’ party, is becoming the 
party of the laboring people.” The social base of the 
PZPR is the entire world of work, in which a special and 
principal place is occupied by the working class. 


The traditional treatment of the attitude of the party and 
of the working class as its principal social (class) base has 
neither in theory nor in practice precluded other classes 
and social strata. At the same time, however, it singled 
out one hegemonic class, the working class, of which the 
party is to be the vanguard, and elevated it to the rank of 
the main claimant to political leadership. So far, the 
changes in social structure have not relegated the work- 
ing class to 2 marginal role. Then also, there is the 
explicit and evident desire of influential forces (headed 
by the Catholic Church) to show their appreciation of the 
importance of the working class. The “Theses” stress the 
evolution of the PZPR’s position on this issue. Attention 
should be drawn to the element of risk contained in 
Thesis No 33, “The role of the working class in creating 
the new social system has grown in recent years and 
become more adequately valued socially.” Reliable 
social studies po:nt to something quite contrary (see the 
studies by Professors B. Golebiowski and P. Wojcik) and 
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necessitate a more realistic and critical view of this 
question, which is indisputably of a fundamental impor- 
iance to our system of society. 


Keeping in mind the historic goals and mission of the 
worker movement is an issue of fundamental signifi- 
cance. That also is why the importance of the party’s 
program documents has always been so great—the 
importance, I would add, of the stability of program 
orientations. 


It is often emphasized that the criterion for [allowing] 
participation in discussions of Poland is to be respect for 
the existing constitutional order. As known, the existing 
constitutional order assigned to the PZPR is the leading 
political force in the State. It is incontestably the key- 
stone of the entire systemic construct—in the context of 
“The party the same, yet not the same” formula as well. 
Broadening that formula to accommodate the evolving 
sovereignty of the society and its participation in gov- 
erning does not conflict with principles—on the con- 
trary, it enriches real socialism. This is part of the logic of 
a system that is open to the future. Removing that 
keystone would mean that a change in the system of 
society is taking place. At the same time, the drafting of 
a new constitution is being presaged. 


The Declaration of the “Consensus” Group (TRYBUNA 
LUDU, No 208, 7 September 1988) states, “The discussion 
considered... the need to redefine the role, forms, and scope 
of the constitutionally prescribed leading role of the PZPR, 
as might be reflected in, among other things, the formation 
of a second chamber of the Parliament and the establish- 
ment of the Office of the President of the PRL [Polish 
People’s Republic], assuring the stability of our interna- 
tional alliances and socialist systemic principles.” Opinions 
of this kind are also being presented in other publications. 
The topic of redefining the leading role of the PZPR is thus 
being linked to redefining the system of government, and in 
particular to instituting the Presidency. As regards that 
Presidency, the Declaration of the “Consensus” states that 
“the right to nominate a candidate or candidates would 
belong, pursuant to a constitutional provision, to the Polish 
United Workers Party alone.” I am leaving aside “ne ques- 
tion of why the present constitutional provision concerning 
the place of the PZPR in the country’s political system 
should be abolished. | am also leaving aside the confusing 
statement that “the redefinition of the role of the PZPR” 
should be expressed in, among other things, “the formation 
of a second chamber of the Parliament,” without referring 
to the role of the Parliament itself, whether a single- or a 
double-chamber one. 


As for the party itself, according to the “PZPR 
Program,” its institutional duty is to patiently create a 
system of socialist democratism. This system includes 
the principle that the PZPR accomplishes its leading and 
guiding tasks through the mediation of party members 
wherever they work. In this interpretation, party organi- 
zations and committees at all levels do not get distanced 
from the actual operation of virtually all domains of 
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governmental, social, economic, cultural, scientific, etc., 
life. They participate in all these domains, on displaying 
elementary politic2/ culture, and they respect coalition 
agreements, are law-abiding, and respect self-govern- 
ment democracy and the existence of diverse interests 
and their representatives. Thus, the party is active 
throughout the entire gamut of national and State issues, 
and it translates into reality its institutional mission. All 
important matters remain within the purview of its 
assessments and stance, except the striving to implement 
its policy and to oversee that implementation. In this 
connection, in accordance with the party’s statute, the 
party's apparat is effectively subordinated to and con- 
trolled by an elected leadership. The “trial balloons” 
launched concerning the withdrawal of the PZPR from 
activity at workplaces conflict with the above definition 
of the party’s role in the documents of the 10th Congress, 
and none other than the party congress alone has the 
right to rescind these documents. 


The participants in a seminar of experts with various ideo- 
logical orientations, organized by the CBOS [Public Opinion 
Survey Center] have, according to ZYCIE GOSPODARCZE, 
devoted “...considerable attention to party matters. The dom- 
inant view was that the party is facing a critical moment and, 
unless it undergoes basic internal changes, it cannot maintain 
its traditional political position and, above all, play a positive 
role in the future. The chances for a change were, however, 
appraised rather pessimistically.” The report of ZYCIE 
GOSPODARCZE does not, however, specify the nature of 
the changes that should occur within the PZPR according to 
the seminar participants. It appears that this concerns more 
“nudging” of the party away from implementing its leading 
and guiding role and into the position of one of many 
ideological and educational forces. 


It is characteristic that the players on the Polish political 
arena, including the coalition allies of the PZPR, are making 
specific demands for a broader and “more adequate” par- 
ticipation in actual governing (see the resolutions of the ZSL 
{United Peasant Party] Supreme Committee and the SD 
[Democratic Party] Central Committee). This is normal and 
ensues from the evident logic of one’s participation in 
governance and the natural desire to maximize it. This 
direction of thinking is a logical consequence of the chang- 
ing real alignment of forces and influences. It is difficult to 
view this tendency as conflicting with democratism and 
constitutional order. On the contrary, a coalition agreement 
is an important component part thereof. It also is logical for 
the forces called the opposition to demand genuine partici- 
pation in governing. There exist situations in which far- 
reaching compromise is necessary. The point is to make it 
clear that, while making more room for others may mean 
less room for the PZPR, this does not mean that it is to “stay 
home and occupy itself with ideology.” 


There remains unanswered the question of how are the 
“supreme” institutional safeguards (such as the pro- 
posed Presidency of the PRL or the new form of the 
Parliament) to operate unless they are inherent in the 
very nature of sociopolitical relations, in implementing a 
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social accord that is of an unequivocally prosocialist 
nature. That would be indeed a practical formula for 
applying geopolitical socialism, or provisional socialism 
until such time when a favorable international and 
domestic situation brings about the possibility, awaited 
by influential forces, of realigning the system of society 
in Poland, but by then without resorting to any artificial 
hybrids. 


Any consideration of changes in the Polish political 
system should allow for the fact that the concentration of 
power in the hands of a few or a single individual has 
already taken place several times in our history with 
known consequences. A contrary assumption, namely, 
the growth of people’s rule, is a premise of socialism, and 
it is this that should determine the directions of the 
reform of the political system. People’s rule, meaning in 
particular the continued positive evolution of a uniform 
democratic system for both the Parliament and the 
people’s councils and a politically powerful Council of 
State as well as of self-governments of all kinds and at all 
levels. 


The Resolution of the 10th Congress states, ‘““The PZPR 
Caucus of Sejm Deputies will assure the implementation 
of party policy in the whole of the Sejm’s activities. It is 
expedient to hold certain plenary sessions of the Central 
Committee jointly with the PZPR Caucus of Sejm Dep- 
uties. They should focus on the fundamental economic 
and social issues.” Revising the traditional political 
system and the relations between branches of govern- 
ment is among such issues. This issue qualifies for a 
fundamental discussion by a joint session of the PZPR 
Central Committee and the PZPR Caucus of Sejm 
Deputies, and, in accordance with the Resolution of the 
10th Congress, such discussion is certainly needed. 


Of a certainty a major factor in devaluing the party’s 
authority has been the destabilizing inconstancy of var- 
ious socioeconomic programs producing nugatory if any 
practical effects (e.g., the anti-inflation program, the 
program for strengthening the zloty, etc.). 


This dizzying merry-go-round of programs is character- 
ized by lack of consistency, which disorients PZPR 
members as much as it does the laboring people as a 
whole. A major cause of the muted anxiety and uncer- 
tainty—affecting the party’s external and internal situa- 
tion—is the widespread belief that the Polish economy 
made negligible progress during the years 1982-88. One 
reason is that during that period not everyone’s material 
situation has improved, and the social polarization of 
the society is becoming more acute. There arose social 
groupings which are skillful at exploiting to their advan- 
tage the imbalances (and not just the market imbalances) 
of the economy, the inflation, and the disparities in the 
values of currencies, and which live opulently and high 
on the hog. At the other extreme, the situation of 
working people is disturbingly deteriorating: their stan- 
dards of living are steadily decreasing, as are the career 
opportunities for their children. It cannot be claimed 
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seriously that the wealth of the nouveaux riches derives 
from the sweat of their brows, since it is chiefly gener- 
ated by speculative exploitation of the aforementioned 
imbalances. 


At present, radical reforms are to be the panacea. The 
nature of that radicalism and of the goals and interests it 
is to meet must first be elucidated. For what matters 
most in economic policy is whether the objectives and 
tasks which are to be attained and accomplished are 
properly formulated from the social point of view. Who 
has presented an at least approximate accounting of the 
probable advantages deriving therefrom to the society 
and Poland? Not to the entrepreneurial “elites” but 
precisely to the society? 


During the first part of the 10th Central Committee 
Plenum [in December 1988] questions were asked which 
are to be answered by its second part [in January 1989]. 
The nature of these questions is quite indicative [basi- 
cally, they reduce to recognizing Solidarity], being for- 
mulated so that it clearly forces, or more properly 
prejudges, the answers. But since that is so, other ques- 
tions too are important. For example, the following 
questions: 


—In 1981 a report on the state of the economy was 
prepared, in accordance with the decisions of the 
supreme political authorities. That was an important 
document illuminating the nation’s socioeconomic prob- 
lems and the failures of economic policy, and it dis- 
cussed needed directives and urgent tasks. In 1981 it was 
the most important document concerning the state of the 
national economy. From the vantage point of the last 7 
years, how is the economic policy based on that docu- 
ment to be evaluated? To this day a number of economic 
indicators and proportions prevailing in 1979 has not yet 
been reattained, and what is more, agriculture in 1988 
produced less meat, milk, and eggs than in 1980 (cf. 
RZECZPOSPOLITA, No 302, 30 December 1988). The 
growth of real wages at the rate of about 2 percent during 
the 1960’s had been assessed as “socially not tangible,” 
but in the 1980's they either have been falling or remain 
stagnant. 


The assumptions of the first stage of the reform envis- 
aged economic stabilization, a balanced market, and a 
halt to inflation. The death-knell of that first stage and its 
failures was tolled by the proclamation of the second 
stage, following a surprising referendum. The results of 
that second stage were summed up, so to speak, in the 
proclamation of emergency powers for the government 
in May 1988, followed by the change in government 
[replacement of Prime Minister Messner with Rakowski] 
and the proclamation of a course toward the so-called 
radical reforms in September. The major failures of the 
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1970's were severely judged at the Ninth Party Congress 
and afterward, before the Tribunal of State. The failures 
of the economic policy of the 1980's are being evaluated 
in a partial and shallow manner, most often in relat:on to 
personnel shifts, especially in the government. Should 
not the commitment of the PZPR Central Committee to 
supporting the so-called radical economic reforms be 
preceded by a thorough and exhaustive analysis of pre- 
vious reforms and economic policy? 


—Has the economic policy during 1981-88 been condu- 
cive to the nation’s productivity in the broadest mean- 
ing of the term, meaning conducive to an increase in 
the GNP as well as to improvements in its structure 
and quality? All to the maximum possible extent? 
How is the thus interpreted main problem of Polish 
economic policy related to the so-called priorities of 
the new government, all pertaining to the distribution 
of what has yet to be generated [GNP]? 


—Why is it that the economic policy so far does not 
stress—contrary to the suggestions of, e.g., A. Miodo- 
wicz in the spring of 1988, in one of his interviews— 
focusing on the several hundred largest state-run 
enterprises as locomotives for providing momentum 
to the economy, locomotives of the reform, and 
instead it stresses present-day interpretation of plan- 
ning, planned economic policy, and reforms of mech- 
anisms, as the vehicles of the reform? Should not 
emphasis been placed elsewhere in order to get things 
moving? 


—Why is it that the policy so far has not promoted 
stabilization and improved living conditions of work- 
ing people, inclusive of improvements in the market 
supply, meaning in the quantity, quality, and avail- 
ability of manufactured consumer goods and foods, 
and in the availability of housing and medical care and 
recreation? Has not this policy instead promoted the 
mushrooming of nouveaux riches and the attendant 
polarization of the society? 


—Will the “radical” reforms that are being so lavishly 
praised, and at the same time skillfully publicized in 
terms of their sociotechnical aspects, indeed promote 
the solution of real social problems, or will they 
provide an even greater impetus for the entrepreneur- 
ial “elites” to appropriate the gross national product 
for themselves while at the same time pushing the 
working people closer to the brink of a galloping 
inflation? Why is it that at intervals of every few weeks 
the mirage of a reined-in inflation is being trumpeted 
from on high, whereas the actual situation presages a 
much higher scale of soaring price hikes? 


The values contributed to national life by the postwar 
people’s revolution, by the democratic revolution, by the 
organized worker movement, are being, along with all 
progressive social transformations, systematically and 
consistently discredited. Downgrading the party’s activ- 
ity is an endemic exercise: the party’s national and 
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popular genesis is being denied, and it itself is treated as 
a reflector of non-Polish interests and rationales. Publi- 
cations concerning the 70th anniversary of Poland’s 
independence reflect the public’s fascination in a simpli- 
fied image of the 20-year interwar period [1919-39] as a 
period of widespread idyllic happiness and incompara- 
bie national accomplishments. What has been rehabili- 
tated is not corroborated by history. Narratives of the 
bravery of [Pilsudski's] First Brigade gloss over the truth 
about the misery of the existence of peasants, workers, 
and the intelligentsia and the truth about the economic 
stagnation and the fiasco of the big-power ambitions of 
interwar Poland. A flattering light is being shed on the 
prominent figures of that period—in excess of and 
beyond their actual historical merits. At the same time, 
“shocks,” upheavals, failures, and bad leaders are being 
colloquially “credited” to People’s Poland. The history 
of the last 20 or 30 years is made to look as if whatever 
we have achieved since then was achieved despite the 
party, outside the party, as if the growth of postwar 
Poland, its territorial integrity, the integrity of its fron- 
tiers, its stable alliances, and the cultural and educational 
revolution it has experienced, all arose readily and 
spontaneously without being brought about by the will 
and deeds of the worker movement. The history of 
People’s Poland should be reemphasized and read con- 
scientiously sO as to support perpetuating the lasting 
values it has contributed. The Polish worker movement 
as the creator of democratic transformations is entitled 
to this. 


The slogan, “There is no return io the situation before 
December 1981 [imposition of rnartial law] or before 
August 80 [rise of Solidarity]”’ is rather ambiguous, for it 
does not say specificaily to what situation there should 
be no return. That is, it does not define the experience 
and traditions that should be rejected and the reasons for 
their rejection as well as the experience and traditions 
that should be retained. The period “before August 
1980” is historicaly long andcomprises a complex 
sequence of events and of consequences of practical 
policies which simply do not fit the Procrustean bed of 
the declared need to weed out Stalin’s legacy consis- 
tently. The two turning points in the history of postwar 
Poland, 1947-49 [Stalinism] and 1956 [workers’ bread 
riots, Gomulka’s star rises] symbolize the dramatic dis- 
putes about the party’s policy and at the same time about 
the Polish roads to socialism (as does, essentially, also 
the turning point in 1970 [workers’ massacre in 
Gdansk]). Some values proved lasting during those cli- 
mactic tensions: socialism as the living creativity of the 
nation (as it is defined nowadays); the principle of 
national identity combined with complete respect for the 
plebeian, revolutionary tradition; the principle of sover- 
eignty of the State and of the party, combined with 
respect for the internationalist bonds of solidarity with 
the fraternal worker and communist parties. This also is 
a question of the patriotic legitimacy of the Polish 
worker movement as reflected in the programs of both 
the PPS [Polish Socialist Party] and the PPR [Polish 
Workers’ Party] [both later merged into the PZPR]. This 
concerns [the party’s] work in behalf of the supreme 
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good of the nation, of national interests, from the very 
Outset to this very day. The PZPR is being depicted [by 
the opposition] as an “administrator” responsible for 
crises and shocks, as opposed to the role played by its 
ideological and political opponents who allegedly are the 
genuine depositories of national values. 


I believe that the significance of the positive historic 
experiences of the Polish worker movement before 1980 
is being obfuscated. This contributes to a simplistic 
treatment of the successive generations of the party aktiv 
and their routine and generally pejorative assessment. 


As a result, the historic accomplishments of this country 
have no fathers, and the void is filled by referring to 
various authoritative personages who, however, bore no 
responsibility for these accomplishments and whose 
actual merits are more modest than depicted. 


The buzzwords, “The party is the same and yet not the 
same,” “For a more acute struggle and a broader 
national accord,” “The new order of democratic agree- 
ments,” and “The Polish road to a humanist and dem- 
ocratic socialism” indeed reflect a doctrinal evolution, 
but one that is not, however, too clear in terms of actual 
policies. Frequently, part of the party’s rank-and-file 
reacts in a way popular in recent years: it ‘“chastises” 
dogmatism. This is a kind of reflex response to difficult 
situations, and it is a standard way of explaining subjec- 
tively caused failures, such as, for example, the failure of 
the referendum and of the post-referendum outcome of 
the so-called second stage of the reform. 


It is being repeatedly declared that, unless so-called basic 
political systemic reforms take place, there will be no 
popular enthusiasm for hard work. The illusion is being 
maintained that prosperity is just around the corner, as 
soon as the three pluralisms [pluralism of trade unions, 
of property, and of political parties] will enter Polish life. 


The past and present do not confirm such a simple 
relationship. Poland has been following the tack of 
reforms for quite a few years now. The vain struggle 
against economic stagflation that has been going on for 
many years has become probably the principal cause of 
social frustrations and discontent, providing fertile soil 
for the nonsocialist—to put it most broadly—option of 
the political and economic system. 


Much indicates that in 1988 the situation has cleared. 
Lech Walesa, for a long time a “private person,” and his 
sociopolitical formation have become reintegrated into 
political life. The declarations made by Lech Walesa 
himself, as well as the official declarations stressing a 
positive evolution of views, it is worth noting, emphasize 
the importance of the problem. Since public declarations 
very often represent a mere shallow covering of much 
deeper and more fundamental issues, and often, too, 
they paper over those issues, it is justified to expect a 
clear and precise posing of the issues. 
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Eight years ago the party’s sudden and tumultuous 
settlement of its own accounts, as particularly reflected 
in the Ninth Congress, had seemed to presage a solid 
siart of what was called socialist renewal. But 8 years ago 
the possibility for a change in our system of society [the 
emergence of Solidarity] appeared just as suddenly and 
tumultuously—it was an indigenous phenomenon that 
was part of a broad front of assault on the positions of 
the world socialist system. That was a time of an ener- 
getic ideological and military offensive of the most 
reactionary, anticommunist reaction. Nowaduays that 
Polish schism of the years 1980-81 is tentatively attrib- 
uted to Gorbachev’s “tardiness” [in emerging on the 
political scene]. This interpretation from the “what-if” 
drawer is glittering, fashionable, and very pro-pere- 
stroika and pro-Gorbachev. However, real events follow 
simple and strict patterns and relations among social and 
political forces, and a cosmetic retelling of these events 
means the creation of new myths. 


This situation is characterized as follows by M. Kra- 
jewski, a popular proreform publicist, in his book 
“Polskie przesilenie” [The Polish Crisis] (MON Press, 
1988): “One must, however, be aware that it is precisely 
because of this (because of the elimination, by the 
party,of bureaucratic and elitist distortions of the system 
of society) that there arises a mortal peril to the system of 
society. 


“At such a moment when the State and the party are in 
conflict with the world of work, there arises the danger of 
the transformation of syndicalism into anarchosyndical- 
ism or the formation of a political platform for syndical- 
ism. Both these situations have arisen in full in the 
Poland of the 1980's, owing to the extremist forces of 
Solidarity. They undertook a struggle not only against 
the old leadership but by then against the new leadership 
tha: emerged from among the delegates to the Ninth 
PZPR Congress, against the leadership which had con- 
tributed so much to drafting the program for the Ninth 
Congress-—the program for socialist renewal. 


“In this transformed form a political utopia ensuing 
from the elemental experience of radically thinking 
workers emerged to the surface. That elemental move- 
ment, in the form of specially doctored programs, was 
deliberately aimed by the KOR [Committee for the 
Defense of Workers] against Poland’s socialist system of 
society. 


“In a situation in which the internal contradictions of 
the working class acquire such a dramatic form, extrem- 
ist tendencies fuse with foreign subversion. The founda- 
tions of socialism become imperiled” (pp 200-201). 


For while the party’s assessments of the events of 1980- 
81 are gradually becoming less “rigorous” (especially 
following the 10th Congress) their treatment of the basic 
nature of these events remains the same. This was 
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reflected in the picturesque stand taken by the contem- 
porary party leadership (whose reputation is incontest- 
ably pro-reform), “We shall defend socialism just as 
much as national sovereignty is defended.” The realities 
of the present may favor a broad formula for national 
accord. This may be in the national interest. But the 
memory of the consequences of the post-August [refer- 
ring to the emergence of Solidarity in August 1980] 
economic collapse, and of the causes of these conse- 
quences, should not be embellished. This refers to con- 
sequences ensuing solely from the anticommunistically 
minded supporters of an overthrow of our system of 
society in the years 1980-81. And they should still, 
despite everything, be borne in mind now that the 
formula, “It does not matter who comes from where” [a 
variation of the Hungarian “He who is not against us is 
with us”]. For this not a question of dogma but of 
political realism regarding the future and the manner in 
which Poland and its system of society are to change. For 
now, too, the choice concerns the same fundamental 
question: an accord on behalf of a democratically and 
prosocialistically understood program for Poland, so 
that Poland may achieve success within the socialist 
systemic formation, or an agreement leading to the 
choice of a different system of society. However that 
socialism may be construed, its fundamental values are 
inviolable, having been formulated once again at the 
Ninth and 10th congresses, in the “PZPR Program,” and 
in the Theses for the 10th Central Committee Plenum. 
These values were recently recalled in the articles (on the 
socioeconomic aspects of the socialist economic system) 
by M. Mieszczankowski (“In Search of an Answer,” 
ZYCIE WARSZAWY, 12 December 1988) and Z. 
Sadowski in the paper “Collective Creativity” devoted 
to the memory of Edward Lipinski and published in 
ZYCIE GOSPODARCZE (No 1, | January 1989). 


The interest being shown in the Soviet perestroika is also 
reflected in the worry that it might “go wrong.” The 
poverty of this kind of interest in perestroika is obvious. 
For the perestroika is above all a great challenge. The 
Land of the Soviets has posed it to itself, and the 
consequences affect us too. Placing priority on global 
problems rather than on specific class problems means 
taking a new look at partners, viewing them in relation to 
their autonomous existence and ability to take a genuine 
part in resolving these problems. The growth of the role 
and importance of the relations between the USSR and 
the world’s leading countries is plainly evident, for it is 
they precisely that exert jointly the decisive influence on 
the actual international situation as measured in global 
criteria. The closest allies traditionally have great oppor- 
tunities, but their materialization hinges on the ability to 
solve domestic problems and on the quality of the 
contribution to the resolving of common problems, 
whether bilateral, regional, or global. In this respect, 
Poland’s ability is at present limtied. 


The Soviet perestroika means the colossal task of renew- 
ing the industrial, agricultural, and services potential, 
improving the quality of life of the Soviet people. The 
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value of partnership will be measured by the ability to 
participate on mutually advantageous basis in this 
renewal. The issue of this ability at the same time 
concerns the chance for the partner’s own growth. In this 
field, too, Poland’s abilities are limited. 


Perestroika is defined as tapping the potential of the 
socialist formation. But as interpreted by many circles in 
Poland, perestroika means solely settling accounts with 
Stalin, or rather with the system which has from the 
outset, i.e., starting with Lenin and the October Revolu- 
tion, supposedly been fundamentally fallacious. The 
term Stalinism is considered by such circles to be a 
synonym for socialism. Such a view does not warrant 
hoping for genuine rapport with the goals and prospects 
of perestroika. 


The essence of Marxism consists in, according to Buk- 
harin (as stated in his report “Lenin as a Marxist” of 17 
December 1924), the unity of theoretically formulated 
methodology and the sum total of the ideas crystallizing 
as a result of its practical application (N. I. Bukharin, 
“Selected Works,” in Russian, Moscow, ! 988, Politizdat 
Press). 


This means that every period, every practical application 
of Marxist methodology, enriches at the same time the 
sum of ideas, Marxist axiology. The unity of ideological 
vision and revolutionary application of theory accounts 
for the distinctiveness of Marxists and the party. It is 
decisive to the importance and stability of the program. 
That is why an intraparty “round table” [by analogy with 
the talks between the opposition and the regime] is 
necessary, both at present and as a permanent practice. 
So that the party would have an ideological program 
vision and struggle to translate it into reality regardless 
of how the situation unfolds. In view of this, both the 
10th Central Committee Plenum and the ideological 
conference should be merely stages of program work 
preceding a national conference of party delegates to be 
convened in accordance with the party statute. This 
latter conference should make conscious choices follow- 
ing genuine and unmanipulated intraparty discussion, 
instead of formally accepting decisions previously taken. 


‘Liberal’ Defends Reforms 
26000323 Warsaw POLITYKA in Polish 
No 5, 4 Feb 89 p 16 


[Article by Daniel Passent: “In the Embrace of Nina 
Andreyeva’’] 


[Text] If 1 recall correctly, Stanislaw Kociolek used to be, 
among other things, first secretary of the Warsaw Voi- 
vodship PZPR Committee and, for some time, a deputy 
prime minister and a Politburo member. Later, as is 
elegantly said, he transferred to the diplomatic service 
and was ambassador to Belgium and to the USSR. Thus, 
throughout his adult life S. Kociolek was in the 
“nomenklatura” and has led a charmed life. To me, 
however, he is a rather sad and perhaps even tragic 
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figure, because the canons inculcated in him in the 
1950's fit less and less the contemporary world, which is 
changing rapidly, unlike S. Kociolek, who is changing 
slowly. His constancy of views may be considered admi- 
rable now that the former television anchor Comrade 
Grzegorz Jaszunski is calling for a boycott of television, 
now that even the Reverend Primate [Glemp] and Lech 
Walesa appear on television. But constancy of views 
should not be tantamount to fossilization. After all, even 
such a conservative institution as the Catholic Church 
has, after 2,000 years, exculpated Jews, and it took even 
less time to rehabilitate Galileo. How much time will S. 
Kociolek need to understand what had happened 10 and 
20 years ago? 


As a member of the diplomatic service S. Kociolek may 
have met two fascinating women, one in Brussels, the 
Belgian queen, and the other in Moscow [as published— 
actually it is in Leningrad], the queen of the local 
conservatives, Nina Andreyeva [Ligachev’s protege]. 
When I read his article, “For a ‘Roundtable’ Within the 
Party,” in the latest issue of ZYCIE LITERACKIE (No 
4), | had the impression that I was reading an adaptation 
of Andreyeva’s article. All in all, considering that ZYCIE 
LITERACKIE is publishing in installments a novel by 
Solzhenitsyn, the most eminent Soviet anticommunist 
writer, the sly Machejek could have published the article 
[letter, actually] by Ms Nina “to balance things,” as they 
say (on the left). But as for a round table within the party, 
has not that been the case at the last [January 1989 
PZPR Central Committee] plenum, where after all the 
discussion was genuine? 


Although I commenced this feuilleton in a light vein, 
that being the rule for this genre, I not only do not reject 
S. Kociolek’s views in their entirety but even consider 
them to be useful in a sense. For he is a man who has the 
courage to present himself as a defender of thefunda- 
mental ideals of socialism—of violated equalitarianism, 
of the “orphaned” working class, of reprivatized public 
property, of the “nudged-away” leading role of the party, 
etc. Quite a few journalists, especially foreign ones, have 
been asking who are the “beton” [Polish for “concrete,” 
slang for conservatives in the PZPR] and wanting to get 
introduced to them. The standard answer they receive is 
that the concrete is hidden within the apparatus of power 
and in the administration which defends its interests, 
i.e., its privileges, against the threat of democracy and 
reforms. Concrete has the virtue of not announcing 
itself, because it is solidified into muteness and emits a 
sound only when knocked upon. Such an answer has 
always seemed to me oversimplified, but before scholars 
identify the defenders of the status quo ante against the 
“dizzying merry-go-round of programs” and the “radical 
reform” ridiculed by S. Kociolek—‘“What radicalism, on 
behalf of whom and of whose interests?” he asks—it is 
good that this is not the first time that he is taking a stand 
in public. This points to his civil courage, though it is 
smaller now than when Stanislaw Kociolek was in power 
and when there was none of that “hunting of dogmatists”’ 
which he claims reigns in Poland, and instead there had 
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been an endless hunting of revisionists, with S. Kociolek 
acting as one of the hunters. In those time, owing to a 
well-organized ring of beaters, which is a condition for a 
successful hunt, the revisionists scampered from Bialo- 
wieza [Hunting Preserve], which has the luck of being 
the site of important hunts [could be a reference to a 
nearby prison for political criminals] to the forests 
primeval of Oxford and Berkeley. Now when Mr Repa of 
the BBC or Monsieur Margueritte of Radio Petit Fleur 
want to interview representatives of the entire spectrum 
of Polish pluralism, they will not have to confine them- 
selves to Onyszkiewicz and Lamentowicz alone; they will 
also be able to broadcast Kociolek’s lament. 


Stanislaw Kociolek, ringing in his article the tocsin that 
socialism in Poland is imperiled and threatened with a 
sellout, would, however, have been more brave if he 
declared his credo not in a periodical edited by Mache- 
jek, where he can always count on a sympathetic under- 
standing, but in the nearby Lenin Steelworks, or in the 
Lenin Shipyard he knows so well. For he himself writes 
that the PZPR should not “sit home and occupy itself 
with its ideology.” 


S. Kociolek commences his article by analyzing recent 
party documents and expressing perturbation over the 
shift in the party’s focus from the working class to the 
more broadly conceived laboring peopie. However, it is 
above all not the party but the workers, and especially 
the young workers, who are shifting their focus, which 
should perturb S. Kociolek more in view of the decline in 
the proportion of young workers and students among 
party members, which is nowadays being mentioned 
openly, with figures being given. I am also concerned 
about one minor detail. As a notorious nonparty person, 
I sometimes wonder what is the difference between a 
party activist and an ordinary party functionary, a pas- 
senger on the personal merry-go-round in that amuse- 
ment park which our country must resemble to such 
passengers. Well, to me a party activist differs from ihe 
apparatchik in that he not only speaks and writes about 
the plebeian origin of the party or the vanguard nature of 
the working class but also mingles with people instead of 
avoiding them. He stands at a factory gate at 6 o'clock in 
the morning, or he attends a meeting of miners in a 
mine—if they want to come, or he climbs atop a crane in 
a shipyard, and there he tests his views, checks whether 
his declarations are accepted, whether his love 1s recip- 
rocated, because nowadays it is too little to rely on Nina 
Andreyeva’s reciprocation. And since S. Kociolek likes 
to refer to Lenin, let us add that in the past it was the 
“friends of the people” that used to decide “who are the 
friends of the people.”’ Now it is the people that decides, 
because it is gaining the right to speak up, and it is 
speaking up ever louder. The times when the powers- 
that-be set the tone are now over; now the society too is 
setting the tone. 


S. Kociolek’s article, like his previous article in ZYCIE 
LITERACKIE, is in the nature of a programmed text 
covering various topics. It contains astute and notewor- 
thy observations that are shared by many left-leaning 
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people, as for example the comment that “*[Pilsudski’s] 
First-Brigade bravery masks the truth about the miseries 
of peasant, worker, and intelligentsia existence...”’ or the 
comment about the “fiasco of big-power,” as well as the 
observation that to many circles settling accounts with 
Stalinism is in reality a way of settling accounts with 
socialism, or lastly that “the importance of the positive 
experiences of the Polish worker movement prior to 
1950 is being obfuscated.” But why has it happened? Are 
not the years of covering up the truth about the mistakes 
of the worker movement and the crimes committed and 
hidden under the shroud of blank spots [on the map of 
history, meaning excesses of Stalinism and, among other 
things, Katyn] the reason why nowadays the pendulum 
has swung in the other direction? But let us not feel 
apprehensive about history; its verdict shall be just. 


Let us rather consider what S. Kociolek has to propose 
nowadays. He declares, for example, that the party is 
implementing its new leadershiptasks through its mem- 
bers,“wherever they work,” that is, everywhere. 
“Nothing that is important occurs outside the scope of 
its assessments and its position, outside the striving to 
implement its policy and to control its implementation.” 
Yet at the same time, the party is being “steadily 
‘nudged’ away from implementing its leading and guid- 
ing function.” Is not S. Kociolek aware that whoever 
desires to encompass everything may not clamp anything 
too tightly and that, e.g., overall control of the economy 
in various ways during them last 30 years has led to 
successive disappointments? 


This is an outdated pious wish. Even if Kociolek wants 
the party to direct everything, he must admit that, first, 
we lack big guns. He is taken, e.g., with the idea that 
several hundred large state-run enterprises could act as 
locomotives of the reform, motors starting up the entire 
economy, as it were. But how? With whom? The big 
plants, mines, and state farms are nowadays mostly 
obsolete colossi on clay feet that often operate at a loss 
and are places where the party is weak and Solidarity 
strong. I do not believe that they would accept the role 
assigned to them by S. Kociolek. Besides, why should 
precisely the big plants make the economy vigorous? 


An important part of Kociolek’s article runs as follows: 
“There remains unanswered the question of how are the 
‘supreme’ institutional safeguards (such as the proposed 
Presidency of the PRL or the new form of the Parlia- 
ment) to operate unless they are inherent in the very 
nature of sociopolitical relations, in implementing a 
social accord that is of an unequivocally prosocialist 
nature. That would be indeed a practical formula for 
applying geopolitical socialism, or provisional socialism 
until such time when a favorable international and 
domestic situation brings about the possibility, awaited 
by influential forces, of revamping issues concerning the 
system of society in Poland, but by then without resort- 
ing to any artificial hybrids.” Seemingly it makes sense 
that an accord of an unequivocally prosocialist nature 
represents a safeguard of our system of society. But 
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accord with whom, I ask? With whom? That depends on 
how one interprets socialism. If socialism means what 
has existed so far and is undergoing a, chiefly economic 
but not only that, crisis nowadays, from Vietnam to 
Cuba, then there is a dearth of new allies, and the old 
ones with whom the accord has existed represent, at least 
in Poland, forces that are too weak to bring about 
national salvation. On the other hand, broadening alli- 
ances, sharing responsibility for the country with forces 
which previously could not participate in governing it, is 
bound to mean that these forces will exert an influence 
on the country’s future, on what they, and not only S. 
Kociolek, mean by socialism—and to some this is not a 
magic word, as for example to the Catholic Church, 
without which governing is impossible and with which it 
is nowadays pointless to war about any change in 
nuance, unlike in the 1960's, because nowadays both 
sides are more inclined toward an accord. 


Above I deliberately wrote “from Vietnam to Cuba,” 
because that article by an only recently active politician 
and diplomat like S. Kociolek is amazingly divorced 
from reality, ignoring the real mood in this country, for 
example, at plants and factories, at schools and univer- 
sities, and among the intelligentsia, that is, in the polit- 
ically activist circles. It also disregards the current inter- 
national situation and what is happening among our 
neighbors, in the USSR, in Hungary, in Yugoslavia; 
more even, in Czechoslovakia and Vietnam, too, and 
also in the West, where conservatives are thriving. The 
reality in which our generation of the left has grown up 
along with S. Kociolek, is ending irreversibly. It is now 
even possible to criticize the recent or present leadership 
of each of these countries; this applies to Kadar, too, and 
our Own government has been and is often making 
mistakes and acting absurdly. There is no doubt that 
each of these countries is finding itself in an unprece- 
dented situation and that in all of them are occurring 
similar processes of abandonment of a narrowly con- 
ceived monopoly on power, abandonment of dictator- 
ship by a state-officialdom economy; new relations with 
churches, more democratic elections, and better rela- 
tions with the West are arising. Similarly, more truth 
about history is being said, there is more openness to life, 
military doctrine and foreign policy are being revised, 
civil rights—including the rights of the accused and 
public defenders—are improving, and the impunity 
enjoyed by the militia and the procurature, as well as by 
all kinds of apparat, including the apparat in which the 
views of Stanislaw Kociolek and Nina Andreyeva 
evolved, is diminishing. 


What Stanislaw Kociolek may not have personally 
intended is that his comments are helpful to the prestige 
of the present party leadership. For they show that the 
power circles also include individuals who propose a 
different tack. Whoever has forgotten where the tack 
followed in the 1960’s and 1970's had led Poland may be 
fooled by them. But how many such forgetful persons 
exist nowadays? 
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Are the fears of the present peril to the very foundations 
of socialism groundless and should they be ignored? In 
my opinion, no. This is a genuine and absolutely justi- 
fied anxiety. Nowadays in Poland anything leftist is 
being criticized and attacked and the party has found 
itself in a situation in which, as Professor Cackowski 
justly observed at the 10th Plenum, it is being threatened 
by loss of power. But whoever wants to rescue socialism 
in Poland cannot do it by resurrecting the past, a past 
that has been rejected by a majority of the society; 
instead, he should propose a socialist platform that 
would be acceptable to the nation. In 1981, when social- 
ism in Poland faced a mortal peril, I was surprised to 
find that its major defenders, those who shouted most 
loudly, feared to go out into the streets and did not 
organize even one march, even one demonstration, or 
ask the workers themselves to put down even one factory 
strike or expel the strikers from the factories. When the 
intersection of two principal thoroughfares in Warsaw 
was occupied by Solidarity, those defenders of socialism 
could not make even one trolley run or organize even one 
countermarch. They had at their disposal the largest 
sports stadium in the Nation’s Capital, yet they did not 
try to organize a rally there in order to cry, “No 
pasaran!” 


In my opinion, what is happening nowadays is no sellout 
or abandonment of positions, because certain of these 
positions already are illusory. They exist only on staff 
maps, but not on the field of battle, in the trenches. [t 
would be more realistic to plot on the country’s political 
map the actual situation, a situation that has been 
changing over decades and cannot be altered by any 
mapmaker. It used to be that attempts were made to fit 
the nation to socialism, but now the converse is true. 


As known, for an idea to become reality it must seize the 
human imagination. The patient newsprint on which 
ZYCIE LITERACKIE is printed can be used as a way of 
handwringing, lamenting, and criticizing, especially con- 
sidering that there is plenty of reason to do so. For 
example, it would be hard to deny that Kociolek makes 
sense when he discusses certain current buzzwords or 
ineffective economic solutions, but what else do they 
demonstrate than the fact that the traditional sociopoli- 
tical solutions have become exhausted? 


Paper is patient and can endure all publicistic pirouettes 
(such as the claim that socialism is “the living creativity 
of the nation (as it is defined nowadays); the principle of 
national identity combined with complete respect for the 
plebeian, revolutionary tradition; the principle of sover- 
eignty of the State and of the party, combined with 
respect for the internationalist bonds of solidarity with 
the fraternal worker and communist parties,” but they 
shall not elicit the desired response among people, being 
incapable of arousing their enthusiasm. 
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‘PAX’ on Changing Political Structure, Catholic 
Party Chances 

26000307 Warsaw TRYBUNA LUDU in Polish 

7-8 Jan 89 p 3 


[Interview with Maciej Wrzeszcz, deputy chairman of 
“PAX” Association, by Marek Jaworski: “The Issue of 
Political Involvement by Catholics Has Not Been 
Resolved Completely”; date and place not given] 


[Text] [TRYBUNA LUDU] We are embarking on a 
process of certain decomposition of official political 
structures in our country, which will definitely influence 
to some degree the situation of current associations of 
lay Catholics. What is your attitude on this process and 
what role do you see for yourselves in the expected new 
arrangement of this structure? 


[Wrzeszcz] In referring to the decomposition of struc- 
tures, you surely mean the fact that, on the one hand, 
new economic and social premises somehow naturally 
blow up the structures which embody backward trends 
running counter to reformist changes. On the other hand, 
these new conditions call for setting up new structures 
adequate for the new needs. I can agree with you on this 
interpretation. However, I would like to stress that I do 
not share the opinion, quite common in our country, that 
any new stage of national existence should begin with 
questioning absolutely everything that has happened 
before, that is an expression of a degree of continuity in 
achievements and experience, in order to begin building 
everything anew, on levelled ground, so to speak. We 
have too few institutions, organizations and communi- 
ties in Poland which have preserved such natural conti- 
nuity. This continuous mechanical ripping of everything 
is a feature of our social life, in my opinion, an entirely 
unfavorable feature. In this instance, I am not defending 
anything that is obsolete, that is not in line with new 
needs, that is anachronistic or dogrnatic. I believe that 
the correctly worded question is: what lasting values has 
a given structure (institution or organization) brought 
throughout its history, and continues to bring, to social 
life, and what is the relevance of these values for the 
important urgent needs of the people and the state? 


We, the “PAX,” are one of the few social organizations 
which have managed, throughout the stormy history of 
Poland after World War II, to preserve continuity for 43 
years in ideology, programs, cadres and institutions— 
developing all the time, but at the same time essentially 
identical in their basic elements. We are proud of this 
heritage and this continuity. We consider it to be an 
essential value not only for our movement, but for 
»roader political, social, cultural and intellectual life. Of 
course, we take a critical look at our achievements; 
certainly, we did make mistakes operating under very 
difficult conditions. However, the basic ideological 
directions and values, which our movement has been 
consistently trying to promote, have passed the test of 
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time. They were stated in anticipation at one time; at 
present, they are carried on by the ongoing creative 
processes of democratization and reform in the Polish 
public life. 


Let us take a couple of random examples, say, issue 
number one at present—national reconciliation. Pro- 
ceeding from the thesis of the need to protect the 
biological existence of the nation, the creators of the 
“PAX” devoted much effort in the initial period of its 
operations to maintaining 2 dialogue with people from 
the opposition and the armed underground, in order to 
show to them the lack of sense in continuing the fratri- 
cidal struggle, and the need to join public life within the 
new political and systemic reality, creative work and 
social activities. The “PAX” created conditions for such 
activities by these people, rising itself to the idea of 
reconciliation from practical service in the process. 
Later, attempts were made to fight for securing theoret- 
ical and practical space for understanding and coopera- 
tion between people of different worldviews. The devel- 
opment of “PAX” concepts of the dialogue and 
cooperation between Catholics and marxists is richly 
documented. 


Let us take another example: the issue of the kind of 
socialism. The ideological involvement of the “PAX” 
with the new reality of a political system has been from 
the very beginning what we would today call “‘con- 
structive opposition within the system” of sorts. We 
were in favor of socialism, but of the developing, non- 
dogmatic, multi-worldview type (this to us was the 
backbone of any democracy) which would be in line with 
the Polish identity and national tradition, with Christian 
values of the Polish culture, a type which evolves grad- 
ually towards a multi-variant program, which expands 
the base of government in the direction of implementing 
the all-people’s state. After all, this was not just a 
theoretical disucssion. For example, whenever possible, 
the “PAX” counteracted in practice the single method in 
culture which was devastating Polish cultural life. Due to 
the “PAX” Publishing Institute, Polish readers were the 
only ones in the bloc of socialist states, even at the most 
difficult time, to be able to familiarize themselves with- 
out obstacles with not only the Holy Bible (over a million 
copies), but also the most outstanding theological and 
philosophical works written in the West and in Poland, 
as well as the great contemporary Catholic literature. An 
entire generation of the new Catholic intelligentsia grew 
up with “PAX” books; the structure of contemporary 
Polish social Catholicism was created. This was also a 
great experience. 


{[TRYBUNA LUDU] Perhaps, it should be noted that 
many leading functionaries of other Catholic associa- 
tions in Poland have graduated from the “PAX” where 
they gained their first experience in social and political 
action. 


[Wrzeszcz] Over the years, a school of sorts for Catholic 
social activists has developed in our movement. Many 
people who have been through the “PAX,” who grew up 
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and developed here, now occupy important positions in 
almost all socially active Catholic communities in 
Poland. Apparently, the school was quite good, later 
differences notwithstanding. 


However, let us return to our examples. For example, we 
are nowzealously eliminating various “black spots” from 
the most recent history, and this represents a process of 
recovery. We should recall, though, how the “PAX” 
weekly WTK fought to revise the official version of 
history under much more difficult circumstances, bring- 
ing back into public circulation the truth about the 
heroism and struggle of the AK [Home Army] and other 
formations of Underground Poland, as well as the Polish 
Armed Forces fighting in the West. Unfortunately, WTK 
does not exist at present, but this good tradition is 
carried on by the “PAX” Publishing Institute. 


As far as the socioeconomic experiment is concerned, the 
experience of our commercial facilities (INCO, 
“Veritas,” at present the United Economic Groups) was 
a precursor of sorts for the principle of the “three S’s” 
[autonomy, self-management and self-financing] and, at 
the same time, of the now much-praised self-financing of 
social organizations in preference to waiting for subsi- 
dies from the state. 


Finally, let us also mention our continuing involvement 
in a more profound interpretation of the alliance 
between Poland and the Soviet Union. We have consis- 
tently defended this alliance before the public opinion as 
an element of the Polish reason of state, as its continuing 
orientation in Europe between Germany and Russia. 
However, at the same time we have always come out in 
favor of interpreting this alliance not only as an agree- 
ment between governments or parties but also as pro- 
moting the understanding of the natural commonality of 
interests of the peoples of Poland and the USSR by 
consistently advocating the following thesis: “The stron- 
ger the Soviet Union is the better it is for Poland, and the 
stronger Poland is the better it is for the Soviet Union.” 
For a long time, we as a Catholic community were the 
only ones to interpret this issue in this manner. 


Therefore, we feel profoundly integrated into the pro- 
cesses of developing Polish socialism, multiple world- 
view, democratization and reform, though as a structure 
we have existed for some time now. We are also inte- 
grated through our feelings of patriotic responsibility for 
the development of these processes with due respect for 
basic values, social order and the international position 
of Poland. 


[TRYBUNA LUDU] What is your organizational 
strength at present? 


[Wrzeszcz] At present, our association numbers about 
27,000 members and candidates, who are the organiza- 
tional core of the movement. In addition, we have 
numerous communities of people who associate with us 
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in a variety of ways without carrying a “PAX” member- 
ship card. Their numbers can be evaluated differently, 
for example, by counting the thousands of regulars at our 
local clubs. Our magazines, beginning with SLOWO 
POWSZECHNE, on to weeklies and continuing through 
specialized periodicals, have a combined circulation of 
about 200,000. We may add here participants in many of 
our scientific, cultural and special initiatives. Therefore, 
we have in total a considerable social base consisting of 
involved individuals who come to us by choice. 


Looking at the scope of “PAX” work from another angle, 
that of participation in the democratic institutions of our 
country, we should recall that the chairman of the Main 
Board of the Association, Zenon Komender, is a deputy 
chairman of the Council of State. We have 10 Sejm 
deputies, more than 1,000 councilmen in people’s coun- 
cils at various levels (including two chairmen), many 
deputy chairmen and members of presidiums of voivod- 
ship councils, and, finally, a certain number of activists 
in the structures of local self-government. “PAX” activ- 
ists are also vigorously involved in the operations of the 
PRON, of which the “PAX” is a charter member. 


{[TRYBUNA LUDU] The “PAX” Association is the only 
one in the Catholic movement to emphasize its attach- 
ment to the vision of socialist development of the 
country so strongly in its program concepts. 


[Wrzeszcz] We consider ourselves to be a part of the 
Catholic left wing, that is, the movement and pattern of 
involvement by lay Catholics in the contemporary world 
which, operating on its own responsibility in the political 
sphere, recognizes socialist ideals of social justice to be 
its own and desires to implement them in a dialogue and 
in cooperation with other leftist movemenis as well. In 
his encyclical “Sollicitudo Rei Socialis,” Pope John Paul 
II poses for Catholics the task of working on “changing 
and renewing” both large socio-political systems divid- 
ing the world today. Living in Poland, we see our task to 
be exactly that of developing socialism from the inside 
towards its greater humanization and personalization. 


The notion of “triple involvement” exists in the “PAX” 
concept which some call the ideological and political 
doctrine of Bolesiaw Piasecki, the founder and main 
theoretician of our movement. This basically means the 
presence of three sources of inspiration in our attitude: 
the Catholic worldview, Polish patriotism and the idea 
of developing socialism. 


At present, the social science of the church plays an 
essential inspirational role in our worldview involve- 
ment. Since the time of Vatican II and the recent 
pontificates, this science has been developed greatly by 
abandoning the prescription of certain rigid models in 
favor of a formula providing inspiration for implement- 
ing gospel values within various social systems, under 
various conditions. When the “PAX” was formed, these 
new creative formulations had not been stated yet; 
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therefore, we took the risk of developing socialism and at 
the same time creating room in the church for prosocial- 
ist involvement at our own responsibility. 


{[TRYBUNA LUDU] This was a pioneering experiment 
indeed... 


[Wrzeszcz] And a difficult one. Some even said that this 
was an attempt to combine fire and water. They don’t 
say this anymore... 


Polish patriotism is the second source of our inspiration, 
patriotism interpreted not only as a group of emotions, 
but also understood as a moral norm prompting us to 
serve man and humanity, emphasizing the intrinsic 
value of the national community and its culture. This 
also is an intellectual concept ordering us to look con- 
tinuously for am answer on how to serve our nation best 
in a given situation. This is associated with our attitude 
toward the state and its values. 


Finally, there is the third thread of our involvement: 
developing socialism. I have already mentioned that we 
interpreted socialism from the very beginning in an 
antidogmatic and pluralistic manner. We fought for a 
new shape of socialism, frequently exposing ourselves in 
the past to accusations of revisionism and other labels. 
However, at the same time we would have liked to 
assume our share of responsibility for the country which 
was building socialism inasmuch as we could, and as 
opportunities were accorded to us, and not wait pas- 
sively until this socialism is brought into compliance 
with the projection of our dreams. This was and is the 
position of an ally by choice rather than by permission. 


{[TRYBUNA LUDU] What do you think about the 
demands to set up a Catholic political party in Poland 
which are heard here and there? Deep down, do you not 
have such hopes yourselves? 


[Wrzeszcz] First let us put in order the notions used in 
this matter. Contemporary social teachings of the church 
stress political pluralism among Catholics as natural and 
desirable. Herce, the thesis that some single Catholic 
political party which would express the opinions of all 
Catholics appears to be profoundly anachronistic. Sim- 
ply put, there is no single Catholic political opinion. To 
be sure, Catholics are united by their faith and common 
social teachings of the church. However, the social 
teachings of the church are a set of ethical values and 
inspiration of a universal nature rather than a specific 
political program or some “third way” between capital- 
ism and socialism. Like people of other faiths and 
non-believers, Catholics hold different political views; 
the institutional church, the hierarchy, declares explicity 
that at present it does not want to embrace any political 
programs. Fortunately, this is now the personal respon- 
sibility of lay people. Otherwise, we would have in 
practice a return to political clericalism. Anyway, this 
clerical point of view is less characteristic of the mem- 
bers of the hierarchy than it is of some marxists, who 
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apparently would be glad to have a party for which the 
episcopate would assume responsibility—in that event, 
everything would be simpler. However, in this case we are 
looking at a total confusion of the religious, denominational 
dimension with the lay, sociopolitical one. In my opinion, 
nothing good can emerge from this confusion. 


Therefore, insofar as we are not having to deal with some 
clerical, denominational party of Catholics as such, it 
becomes necessary to respond to the following question: 
how is the issue of political involvement by Catholics in 
constructive political activities in Poland to be resolved 
in a more constructive manner than so far, especially 
within a system in which a marxist party plays the 
leading role by virtue of the constitution. This is an 
essential question, especially if it is deemed necessary to 
create optimal conditions for the activities of all citizens 
who desire to contribute to the concept of understanding 
based on a program of in-depth systemic reforms. Obvi- 
ously, in this instance we are interested in the segment of 
the politically diverse Catholic opinion which, on the 
one hand, draws significant inspiration for its worldview 
in everyday life and wishes to act publicly on this basis, 
and, on the other hand, in terms of politics holds leftist 
views, wants to develop and reform the socialist system 
and strengthen this specific, actual Polish state. We 
should say bluntly that, on a mass scale, this problem 
remains unsolved, despite the fact that the plurality of 
worldviews in society, and, to some degree, in the state, 
is not questiored verbaly anymore. Therefore, mecha- 
nisms should be found which would actually solve this 
problem. 


A further increase in the significance of lay Catholic 
organizations operating on their own responsibility is 
one possible way to solve this problem. These organiza- 
tions will effectively express involved attitudes by 
expanding the room for Catholics with a definite politi- 
cal program in public, state, professional and social life. 
Certainly, this is not a denominational but rather a 
strictly political problem which is important for bringing 
dynamism to state life. Finding an adequate new formula 
in this matter calls for imagination and an answer to the 
question about the place of the broadly defined political 
left, including the Catholic left, in the new political 
landscape which is to emerge from the current search 
and dialogue on the [sociopolitical] model. In this issue a 
lot depends on the left itself, and on the dynamics of the 
communities which it comprises. However, it is clear 
that this is also a question of the desired model of 
national understanding, which would also include 
broader participation by the opposition. 


Returning to our, “PAX” topic, I would only like to 
stress that we do not in any way strive to monopolize the 
sociopolitical movement of lay Catholics, and we 
approach the broadening of pluralism in this sphere with 
understanding. Life itself will be the best test for the 
durability and identity of individual communities. How- 
ever, the political status of the “PAX” is close to our 
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hearts. In my opinion, the “PAX”, with its ideological 
doctrine, history, achievements in cadre training, and 
political and institutional accomplishments, definitely 
does not fit within the framework of the Law on Associ- 
ations. Obviously, finding an adequate formula for such 
a movement may be a part of a broader systemic reform. 


Worker Views on Economic Consolidation Plan 
26000300 Poznan WPROST in Polish 
No 51, 18 Dec 88 pp 8-10 


[Interview by Stanislaw Zielinski with participants of the 
National Workers Aktiv Conference: ‘““What’s New in 
the Lower Ranks?”; date and place not given; first 
paragraph is WPROST introduction] 


[Text] Do the recent government decisions and eco- 
nomic consolidation plans measure up to workers’ 
expectations? What changes are they counting on the 
most? The participants of the recent National Workers 
Aktiv Conference, who were invited to the paper’s head- 
quarters, tried to answer three questions. The conference 
participants with whom we conducted the interview are 
as follows: Mieczyslaw Garstecki, chairman of the Work- 
ers Council of the Centra Associated Electromechanical 
Plants in Poznan; Bogdan Pawlicki, chief shift foreman 
at the Polmo Agricultural Vehicle Factory; and Mariusz 
Luczak, wireman from the Poznan based Elektromontaz. 
The interview was conducted by Stanislaw Zielinski. 


[Luczak] I came to the conference expecting to discuss 
the state of our country, the economy and its future 
mechanisms. However, complaints about empty sto- 
reshelves, housing shortages and other problems of 
everyday life were dominant. 


[Garstecki] In recent years, I participated in many cen- 
tral conferences. It was necessary to prepare presenta- 
tions [for them] ahead of time and obtain the approval of 
one’s own management. At Ursus, the discussion was 
genuine and this was its fundamental virtue. 


[WPROST] Thus, what conclusions have you reached 
following this conference? 


| Pawlicki] I did not leave this conference with a lot of 
optimism. Government representatives presented us 
with a concept of a plan of consolidating our economy. It 
is difficult not to agree with it when it forecasts changes 
for the better. However, I question the time factor right 
off. They allow as much as 7 years for this—that is a very 
long time in the life of each one of us. 


[Garstecki] The most important thing in the conference 
was that we finally began to think rationally and we 
expressed a veto on all economic absurdities. This 
expressed opinion coincided with Premier Rakowski’s 
thesis promoting the return to normalcy, thus, to proven 
economic laws which are binding in every economy. 
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[WPROST] Our standards of socialist economic man- 
agement were supposedly “higher” than those of the 
West and were even capable of accelerating technological 
progress. 


[Pawlicki] It will always come to absurdities when the first 
fiddle is played by apparatus men [aparatczyk]. They are the 
ones who put everything on haste, on show without regard 
for the consequences as if in keeping with the slogan: “Let 
the world fall apart after us if it must.” What a pity that we 
are so late in realizing the obvious truth that economic 
effects do not depend on adjectives. Socialist management 
must also be economic management. 


[Luczak] I feel that in our economy we must, above all, 
find the human individual. I am thinking here of the 
work force but not the hired labor that begs in the central 
office for every zloty in wage increases, for the purchase 
of machinery or the repair of buildings but of the kind of 
work force that is at the same time the manager of its 
enterprise. 


[WPROST] Company shares, for example, are supposed 
to help “find the individual.” 


[Garstecki] In our current lack of stability, not many will 
want to invest their money in the work establishment. In 
addition to this, the investment of private money in such 
establishments would lead to the drawing of profits not 
from work but from the fact of possessing money. 
Furthermore, the wealthy would impose their own con- 
ditions on our economy. Such a solution would not 
encourage more productive work: the rich would become 
even richer and the poor—poorer. In our circumstances, 
a better way out would be to lease entire plants or their 
particular departments. The state does not lose on this 
whereas native entrepreneurs have the chance to prove 
themselves as if the establishment were their own. 


[Luczak] Agreed but not in this tax system, which is 
extremely voracious, geared as if intentionally toward 
knocking down entrepreneurship. If we are to treat the 
reform seriously then, above all, this system should 
undergo reduction and a complete overhaul. Indepen- 
dence of the type: “fend for yourselves in the jungle of 
absurdities” will not make anyone happy and all the 
more will not convince as to the possibility of change for 
the better. 


[Garstecki] By change for the better and, therefore, a 
return to normalcy, I understand (we must define spe- 
cifically what this entails) the elimination of that which 
is unprofitable. Decisions in this regard must be made 
quickly and implemented unconditionally. The Lenin 
Shipyards are a good preview of this. 


[Pawlicki] As long as the decisions about the elimination 
of enterprises do not concern your establishment. 
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[Gartstecki] I do not fear for my plant because I know 
that it will always be profitable. However, I am worried 
about the departure of good skilled workers from large 
enterprises mainly to joint ventures and private firms 
because there they receive from 50,000 to 60,000 zloty 
more. State enterprises cannot assure them such earnings 
at the present time because of barriers within the rules 
and regulations. Despite so many announcements to the 
contrary, these barriers attest to the inequality of sectors. 
The current thing to do, for example, is to promote the 
“little guy” [small business] while forgetting that this 
“little guy” can function well only alongside the “big 
guy” [big business] who continues to be the foundation 
of our economy. 


[Pawlicki] The reasons for the departure of good skilled 
workers from work establishments are more complex. 
Enthusiasm is disappearing from our lives and dislike for 
ideology, which continues to dominate over the econ- 
omy as well, is increasing. The question, ‘What will I 
gain from this?” is being heard more and more often. 
This state of apathy does not result from the nature of a 
sector or from the size of the work establishment but 
from the lack of opportunity to make a good living that 
would assure not only making it until the first of the 
month but that the family can be provided for relatively 
adequately. However, as for our plant—only those are 
leaving who cannot reach an understanding in their 
brigade which receives money and distributes it accord- 
ing to the work input. 


[Garstecki] I attended one of the youth conferences. “In 
my brigade,” stated one of the discussion participants, 
“there are two workers who are graduates of trade 
schools, the rest have finished technical schools and no 
one wants to be a subforeman or foreman. The imposi- 
tion of the wage system is the direct cause for the 
disinclination toward promotions. Because promotions 
increase stress and are totally of no financial benefit. "It 
doesn’t pay for me to teach children,“ one teacher 
confided in me recently, because as a cleaning woman I 
have more money and more time for myself at home.“ 


[Luczak] At the Elektromontaz plant, engineers from the 
supervisory cadre have full salaries but they also do not 
accomplish much because 80 percent of their time is 
taken up by idiotic paperwork. If they were to allocate 
this time for the implementation of new ideas, the 
elimination of the causes of work stoppages or quality 
improvement.... 


[Pawlicki] This is so because it has been the practice in 
Poland for 40 years now that engineers are made 
accountable not for their work results but for the punc- 
tual signing of the time sheet and for spending their work 
time behind the desk. An engineer must always be on 
hand for his boss almost as an errand-boy. Foreign 
magazines and publications are not available at the work 
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place because the foreign exchange for their purchase is 
allocated for current production needs. An engineer who 
remains in his original place of work runs the risk of 
functional illiteracy. 


[WPROST] The issue of so-called socially skilled people, 
capable of handling any position, who have a “good 
political presence” are frequently brought up in discus- 
sions. Somehow you are silent about this today? 


[Garstecki] And this is yet another barrier to overcome. 
Those who are “socially skilled, with a good political 
presence” and a “good” past are capable of uttering 
beautiful words (fewer and fewer people believe their 
words) but not of managing an enterprise. They are like 
robots obedient to ministries and abiding stringently 
with set guidelines. They were always versatile because 
they occupied any position that was offered to them. 
These kinds of people will not reform our economy 
today! What Poland needs today are managers who are 
resolute, efficient and daring to the point of extreme. 
They must express the new economic thought free of the 
useless ballast of ideology. There must be a prevailing 
principle in Poland that such people ought to be paid 
from 10 to 20 times more than others. 


POLITYKA Weekly News Roundup 
26000322a Warsaw POLITYKA in Polish 
No 5, 4 Feb 89 p 2 


[Excerpts] 


National News 


{Passage omitted] The Congress of the Society for Polish- 
Soviet Friendship was held in the capital city. Henryk 
Bednarski, was elected chairman of the Main Board of 
the Society, and Roman Malinowski was elected chair- 
man of the National Council. 


The members of the party leadership met with workers 
in various localities. In Plock, Wojciech Jaruzelski spoke 
about, among other things, union pluralism: “‘We think 
that pluralism should be accompanied by, first, social 
peace, as an unusually high value, and one for every 
family as well as for the entire nation; second, by the 
stability of the socialist state, which is our good earned 
with much effort, within just, inviolable boundaries; 
third, by the systematic implementation of reform. 
Fourth, political unity of the working class should also 
accompany pluralism in order to prevent conflict, polit- 
ical struggle within the plants.” At the M. Nowotko 
Steelworks, which Wladyslaw Baka visited, the results of 
a survey conducted among the workers on the outcome 
of the 10th plenum were discussed: 58 percent of the 
respondents were for political and union piuralism; 66 
percent recognized that opposition is necessary; 62 per- 
cent said that Solidarity should exist, with the reserva- 
tion that it conduct only union activity. The unionists 
also conducted their survey in the steelworks: 90 percent 
of the workers now belong to a trade union. The survey 
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shows that 40 to 50 percent of the current members will 
remain in the present union structure; 30 percent said 
they will not belong to any union; 20 to 30 percent said 
they will join the new ones.[passages omitted] 


Representatives of the workers consulted on the workers’ 
self-management. Premier M.F. Rakowski also spoke: “I 
still think that the workers’ self-management in Poland is 
a great, historical experiment. You must, however, hon- 
orable self-management activists, arm yourselves with 
patience, for this is a time of experiments.” 


A communique from the Central Office of Statistics has 
been published on the situation in Poland in 1988. In 
part, data from the recent general census were used in the 
communique. On 31 December 1988 there were 37.8 
million Poles, 170,000 individuals less than estimates 
had anticipated. (Those who have remained abroad were 
not estimated as part of the count.) Of us, 61.2 percent 
live in cities. The coefficient of population increase 
declined from 0.6 percent in 1987 to 0.57 percent and 
was the lowest since the war. The infant mortality rate 
also declined. The socio-economic situation showed 
both a high rate of economic growth and deeper insta- 
bility and increased inflation. The prices of goods and 
services rose by more than 60 percent on the average. 
The average monthly wage for a worker in the socialized 
economy was about 51,800 zloty and increased in com- 
parison with 1987 by 77.5 percent. (These data are 
provisional.) There was a slight decline in the variance in 
wages. [passage omitted] 


Increases. Prices for pharmaceuticals, which have 
remained unchanged for years, will increase. The rate of 
increase is great, from 40 to 2000 percent, and includes 
about 3,000 items. Current principles for sales will be 
retained. Beginning | February 1989 rates for transpor- 
tation of freight (Polish State Railways, motor transport, 
shipping, etc) will increase. The average increase is 27 
percent. On 23 January 1989 prices for coal and coke 
increased an average of 15 percent (a ton of hard coal of 
the first class costs 17,250 zloty or 2,250 zloty more). 


Statistics for Jasna Gora. (NIEDZIELA, 29 January 
1989) last year more than 4 million pilgrims visited 
Jasna Gora, about 300,000 came on foot, taking from 2 
to 19 days to make the pilgrimage. There were 2.5 
million communions. There were 20 extraordinary abso- 
lutions and miracles. One of the Paulines heard 36,038 
confessions. Foreign tourism increased (1,985 groups 
from 80 countries). 


The press spokesman for the Ministry of Foreign Affairs 
announced the planned visits and diplomatic trips. We 
are expecting a visit from F. Mitterrand, president of 
France, H. Kohl, chancellor of the FRG (negotiations 
continue), M. Koivisto, president of Finland, Juan 
Carlos, king of Spain, J. Perez de Cuellar, Secretary 
General of the U.N. Next month, Premier M.F. 
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Rakowski will pay an unofficial visit to France. R. 
Malinowski, Sejm Marshal, will go to London, New 
York, Rome, and Tokyo.[passage omitted] 


ZYCIE GOSPODARCZE is publishing the results of its 
own survey on the new entrepreneurship: how many and 
what kind of registration applications are being received 
by the voivodship offices. Torun, in the course of two 
weeks, received 542 applications, of which 453 were 
registered (at the end of 1988, there were 6,250 craft 
shops in the records). The largest number of applications 
were for transportation of individuals and goods, reno- 
vation and consiruction services, tailors and cobblers, 
and mobile retail sales. The structure was similar in 
Bialystok, where there were 509 applications. In Lodz, 
clothing and mobile retail sales predominate. Among the 
unconventional proposals: loans, ion radiation detec- 
tion, convertible currency exchange office. 


TRYBUNA LUDU in response to questions from its 
readers explains that a foreign license was given for 
production of the peat preparation of Prof Tolpa. The 
purchaser is the Torf Corporation located in New Jersey, 
one of whose partners is Barbara Piasecka-Johnson. The 
license is not exclusive and does not limit Poland’s rights 
to start production or to sell the idea to other buyers. The 
preparation will be sold in Poland for zloty.[passage 
omitted] 


The Sejm commissions called for the recognition of 11 
November as Independence Day, which is natural, but 
also for it to be a holiday. We still have too few red-letter 
days in the calendar. 


The House of Soviet Science and Culture has been 
awarded the Commandery of the Order of Service for the 
People’s Republic of Poland. 


In Wloclawek, a band of six boys age 15 to 18 have been 
caught, who are suspected of destroying 19 graves at the 
municipal cemetery in Wloclawek and earlier of 48 
graves in Brzesc Kujawski. It has been determined that 
they have a connection with the satanic movement. 


The prices for Ladas and Skodas in convertible currency 
have declined. The Samara is $250 cheaper ($4,000), 
other Ladas, by $500 ($3,600 and $3,400, depending on 
the size of the engine), the Skoda by $350 (to 
$3,200).[passages omitted] 


Who’s Who News. Elzbieta Lecznarowicz has become 
chairwoman of the League of Polish Women (previously, 
she was chairwoman of the Krakow Voivodship Board). 
[passage omitted] 


On the Left 


[Passage omitted] A. Sakharov and B. Yeltsyn received 
the required number of votes (500) to be candidates for 
deputies of the USSR Supreme Soviet. V. Korotych, 
editor-in-chief of OGONEK, one of the most aggressive 
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journals in support of perestroika, did not receive nom- 
ination as a candidate. A band of the nationalist group 
Pamyat prevented the holding of a pre-election meeting 
in one of the Moscow districts, in which the citizens 
wanted to nominate V. Korotych.[passages omitted] 


The USSR multiplied its voluntary contribution to 
UNICEF twelvefold and contributed $20 million- 
.[passage omitted] 


Some industrial articles will be sold in stores in Tallin 
only to residents of the capital of Estonia and its district. 
This applies to underclothing and other cotton products, 
hosiery products, athletic clothing, shoes, toothpaste, 
home appliances, televisions, oil heaters, refrigerators, 
washing machines, furs, products for children, and 
imported goods. Packages for those serving in the army 
and for Armenia were excluded from the prohibition. 


In Tallin, there was a seminar “Industrial Contacts With 
Sweden” which discussed the possibilities of broadening 
trade contacts with Sweden, the characteristics of its 
markets, and what organizations can help partners from 
other countries in establishing contacts with Swedish 
enterprises. In 1988, more than 150 trade and industrial 
agreements were signed with foreign firms and seven 
joint ventures were created in Estonia. 


Proof of the increased popularity of the weekly OGO- 
NEK: in 1987 there were 500,000 subscribers; in 1988, 
1.3 million; in 1989, 3 million; letters to the editor— 
respectively—15,000; 50,000; 113,000. 


Opinions 
[Passage omitted] 
Prof Dr Jerzy Wiatr, sociologist: 


[Question] Why after so many failures do we still want to 
make our compatriots “happy” with a system they treat 
in geopolitical terms as a fatal necessity? 


[Answer] In this part of the world, socialism is a reality 
from which there is and can be no departure. You can 
treat this as a geopolitical necessity. I, however, have 
doubts whether Polish society would accept (let us 
assume in a general referendum) a return to the capitalist 
formation even in some other geopolitical situation. 


[Question] Without capital one can only live in socialism. 


[Answer] That is not the point. Socialist values, to be 
sure On an unconscious level, on a daily basis, have 
become such a part of us that the vast majority opts for 
them. 


(Interviewed by Stanislaw Mienkowski, KONTAKTY 8 
January 1989) 
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Dr Grzegorz Pienkowski, member of the Primate’s Social 
Council: 


[Question] Of what then is it necessary to remind young 
Poles, who dream of material satisfaction in the West? 


[Answer] The reasons they have forgotten are among the 
syndrome of phenomena which we have called the 
insufficiency of Polish patriotism formation. 


We remind them that if someone participates in a Mass 
for the homeland or on holidays manifests his emotional 
bond with Poland, then he should also have the courage 
to live here and now, and even bear some costs or 
sacrifices deriving from this. Unfortunately, we observe 
a large discrepancy between declarations of patriotism 
and patriotism in daily life. 


We also remind them that Polish catholics who are so 
proud of their Christian tradition should accept this 
tradition as a whole and not selectively. The church has 
spoken of the ordo caritatis—the moral order—which 
defines the obligations and rights of the individual. 
Among them is the debt the individual owes to the 
paternal community, partial responsibility for this com- 
munity. Emigration is sometimes a flight from the diffi- 
cult Polish challenge. 


The Council added other arguments against ill-consid- 
ered emigration from the homeland in its documents. 
For example, one cannot forget that the emigration of 
young specialists weakens the country. 


(Interviewed by Dariusz Szymczyca, REPORTER Janu- 
ary 1989) 


The opinions and views cited in this section do not 
always agree with those of the editors. 


PZPR Voivodship Plenums: Self-Management, 
Economy, Party Role 


Koszalin Party Experiment 
26000280 Warsaw TRYBUNA LUDU in Polish 
16 Dec 88 p 2 


[Article by Eugeniusz Buczak: “Bringing the Party Closer 
to Local Units”’] 


[Text] A 2-day plenum of the PZPR Provincial Commit- 
tee [KW] began on 15 December in Koszalin. Implemen- 
tation of the Koszalin party experiment was discussed. 
This initiative by the Koszalin provincial unit, which it 
initiated nearly two years ago, was devoted to two goals. 
The first is bringing the party closer to local units, the 
basic party organizations, and the second is socializing 
the party from the bottom rather than the top. These 
proposals will be carried out through the appointment of 
so-called municipal-regional and regional committees 
uniting party organizations from small towns and 
gminas. The new units will not be formed at the expense 
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of the party existing organizational structure but in place 
of regional party ideological and educational centers. 
Only the first secreary and six to eight instructors will 
work full time on the committees. Several social com- 
missions will operate under these committees. 


The new committees will be located in buildings vacated 
by former district committees. One argument in favor of 
appointing the new party units is the need to integrate 
both local party organizations and party members, 
mainly weak links in the villages, around stronger party 
centers that have good staffing and housing conditions. 
In creating new committees in the cities, the former 
district centers, the former active members of the district 
committees will return to the party. This is also a return 
to tradition because city, city-gmina and gmina commit- 
tees that naturally gravitate to bigger city centers and are 
tied to them economically and socially will be tied to the 
new committees. The first two committees will be estab- 
lished in January of next year. 


Joint PZPR, ZSL Plenum 
26000280 Warsaw TRYBUNA LUDU in Polish 
17-18 Dec 88 p 4 


[Article by Jan Urbanowicz: “Above All Bread”’] 


[Text] A joint plenum of the PZPR and ZSL provincial 
committees in Koszalin was devoted to problems of 
agriculture (16 December). The number of individual 
farms in the province has been decreasing steadily (in 
1980 there were over 2,500 more), the number of farms 
transferred in return for disability or retirement pen- 
sions is increasing, unstocked farms are becoming more 
numerous (5,000 peasant farms have no livestock) and 
farmers are aging (32 percent of farm owners are over 
65). The acreage of “unwanted land,” currently about 
4,000 hectares, is increasing. 


In a critical report presented by PZPR provincial com- 
mittee secretary Jozef Lewandowski on behalf of the 
committee’s executive board and the ZSL provincial 
committee presidium, actions of administrative author- 
ities and institutions that serve agriculture thus far were 
analyzed and it was stated that negative phenomena in 
individual farming in the province have their basic 
causes in the low cultural status of the villages and the 
poor profitability of farm production. Despite many 
declarations of increasing expenditures for agriculture 
and the technological and social infrastructure of the 
villages, they are still treated like “stepchildren.” Indeed, 
investments in agriculture have been at 30 percent of the 
provincial budget for several years but this has proved to 
be too little. 


Antoni Grzechowski, who participated in the discussion 
as chairman of the PRON commission on the villages 
and agriculture, proposed that PZPR and ZSL members 
file a motion to increase provincial budget expenditures 
for agriculture to 40 percent at the next session of the 
Provincial People’s Council. 
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A common denominator of the lively and sometimes 
polemical discussion was the demand for real prefer- 
ences for agricultural production, preferences that would 
materialize not in the number of compiled and 
announced programs but in the accessibility of means of 
production crucial to agriculture. Also noted was the 
unusually rapid and, in the participants’ opinion, exces- 
sive increase in prices for industrial means of produc- 
tion. Leszek Dudyna, chairman of the council of the 
Provincial Union of Farmers and Agricultural Circles 
and Organizations, calcuiated that in recent years prices 
for farm products have risen by about 200 percent while 
in the same period prices for agricultural machines and 
equipment and spare parts have increased by 500 to 700 
percent. 


Jerzy Misztal, a young farmer from the village of Przy- 
stawy, Grzmiaca Gmina and a member of the presidium 
of the Provincial Office of the Peasant Youth Union, in 
arguing with “cautious optimists” said that young farm- 
ers are not putting up with their second class fate; they 
want to be 20th Century Europeans the same as their 
contemporaries in the cities. 


Jozef Walcerz, director of the Brzezno state farm, talked 
about the proven results of cooperation between the state 
farm and individual farms. For 15 years it has provided 
services to individual farmers in the entire gmina, has 
established cooperative ties with them and has cared for 
village culural centers. In his opinion, the future of 
individual farming in Koszalin Province depends on just 
this model: strong, productive individual farms tied 
cooperatively and economically to state farms. 


Kazimierz Grzesiak, director of the PZPR Central Com- 
mittee Agriculture and Food Economy Department, 
noted that increasing the profitability of agricultural 
production moves not only through raising prices of 
farm products but also through lowering the costs of 
their production as well as eliminating waste. 


By a joint resolution adopted by both units at the end of the 
session, members of both parties are obligated to fill leading 
positions in the state economy and administration to con- 
tinually analyze and improve the standard of living in the 
villages and increase agricultural production. 


The session was chaired by Eugeniusz Jakubaszek, first 
secretary of the PZPR Provincial Committee, and Adam 
Stadnik, president of the ZSL Provincial Committee. 
Also participating was Krzysztof Lachowski, deputy 
director of the ZSL Main Committee Economic and 
Agricultural Department. 


Failing Food Supply, Market 
26000280 Warsaw TRYBUNA LUDU in Polish 
17-18 Dec 88 p 4 


[Article by Andrzej Pawelczyk: “Paving the Way for 
Innovative People”’} 


[Text] How does the economy of Legnica Province 
stand? What should be improved, where can reserves be 
sought? How can strengths and resources be regrouped in 
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order to ensure implementation of programs that corre- 
spond to nationwide priorities, and finally, what role is 
the party to play in the new economic strategy? 


These questions were raised at the plenary session of the 
PZPR Provincial Committee in Legnica on 16 Decem- 
ber. These are the facts: As regards production, the 
province is in 11th place in the country, while exports 
comprise half of Lower Silesia’s shipments to the West; 
builders—if one considers the indicators—are erecting 
the greatest number of homes in Poland; besides residen- 
tial construction they recently completed such invest- 
ments as the “great water for Legnica Rural Industrial 
Park,” central power plants in Lubin and Legnica and a 
specialists’ clinic; the level of agricultural production in 
the region is also high. 


But the main weakness continues to be the consumer 
market; elimination of central distribution did not 
release the anticipated initiative and efficiency of trades- 
men. As a result of this, the amount of money set aside in 
banks by residents surpassed 40 billion zloty and twice 
exceeds reserves in trade. In the housing market too, 
things are not always as the indicators show. 


Therefore, it was stated, changes in the hierarchy of goals 
must be made. As in the government programs, it is neces- 
sary to “regenerate” the food production and consumer 
goods supply complex. Introduce new technologies in con- 
struction. In third place in the program for consolidating the 
economy of Legnica Province is environmental protection. 
What is the PZPR’s role in all this? 


In the opinion of the participants, the party model 
formed on the needs of the order-distribution system has 
outlived its usefulness. Discarding the corset of the 
bureaucracy, it was said, is the a real opportunity for 
releasing the activity of its individual links. It is the party 
that must take the lead in breaking up obsolete struc- 
tures, habits and systems in paving the way for innova- 
tive people and groups. 


Peoples Council, Self-Rule 
26000280 Warsaw TRYBUNA LUDU in Polish 
19 Dec 88 p 2 


[Article by Wlodzimierz Dzbik] 


[Text] On 17 December plenary sessions of PZPR pro- 
vincial committees were held in Elblag, Opole, Sieradz 
and Jelenia Gora. Discussed were economic problems, 
the development of self-rule and the party's influence on 
the process of reforming the country. 


Opole. Along with the growth of people’s councils asso- 
ciated with reform of the economy and democratization 
of social and political life, the duties of party members 
working on the councils are changing qualitatively, it was 
said at the session in Opole, held with the participation 
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of deputy Politburo member and PZPR Central Com- 
mittee secretary Zbigniew Michalek. Their responsibility 
is to ensure full independence for the councils and their 
predominant position in relation to the state administra- 
tion and playing a leading role in the changes. 


Elblag. Pointing to the significance of the development 
of self-rule and public involvement in reforming the 
economy and state during the plenum in Elblag, it was 
stressed that today declarations of support for reform are 
no longer sufficient. The personal participation of every 
party member is crucial in these processes, along with 
concentrating the entire society, especially working per- 
sonnel, around them. The activity of the provincial party 
organization, fortification of people’s councils and insti- 
tutions of self-rule in the region and enterprises whose 
cooperation brings good results serve this end. 


Sieradz. Changes in the economy should be accompa- 
nied by changes in the party itself, it was argued at the 
meeting of the PZPR Provincial Committee in Sieradz. 
New, attractive forms of action are necessary in order to 
gather into its ranks the best, leading peasants and 
workers. Also discussed were problems raised during 
individual discussions with party members. 


Jelenia Gora. The PZPR Provincial Committee session 
in Jelenia Gora was devoted to the party’s tasks in 
consolidating and enriching national culture. During 
debate with the participation of nonparty innovators, 
workers and cultural activists, issues of its dissemination 
into rural and worker environments were raised. Despite 
efforts and accomplishments, it was emphasized that 
discrepancies in access to cultural goods are growing. 
The significance of the activity of plant cultural units, 
which should be made more attractive and more acces- 
sible to youth, was noted. 


Rural Self-Management Needs 
26000280 Warsaw TRYBUNA LUDU in Polish 
19 Dec 88 p 2 


[Article by Wlodzmierz Dzbik: “‘Ciechanow: Active Self- 
Management” 


[Text] The PZPR Provincial Committee in Ciechanow, 
at its plenary session on 17 December, took up the 
question of strengthening rural self-management. Mem- 
bers of numerous self-management organizations work- 
ing in the rural environment were invited to participate 
in the session. 


Despite changes for the better, a great deal must still be 
done in order for rural self-management to be a genuine 
master of its own territory. This will require elimination 
of the prevailing domination of union and state admin- 
istration over qualified self-management bodies in the 
villages and gminas, said Ciechanow PZPR Provincial 
Committee secretary Zygmunt Jazowski. He also said 
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that working out a common plane of operation for 
various organizational forms of self-management is 
becoming crucial in instituting basic principles of eco- 
nomic reform. 


Thirteen speakers took part in the discussion; they 
described concrete accomplishments of individual, local 
self-management units and noted barriers hindering 
public activity. A number of motions raised by them 
found expression in a resolution adopted by the PZPR 
Provincial Committee plenum. 


Enterprise Restructuring Needs 
26000280 Warsaw TRYBUNA LUDU in Polish 
19 Dec 88 p 2 


[Article by Jozef Sadowski: “Siedlce: A Place for the 
Courageous”) 


[Text] The plenary session of the PZPR Provincial 
Committee and Provincial Oversight and Inspection 
Commission in Siedice began 17 December with reflec- 
tions on the history of the worker movement. 


On the occasion of the 40th anniversary of the unifica- 
tion, party veterans were honored with state decorations. 
Mieczyslawa Czajkowska, Janina Mazurkiewicz, Stefan 
Marzec, Franciszek Osinski and Tadeusz Wojcik 
received the Officer’s Cross of the Order of Polish 
Rebirth. L. Warynski Medals were given to Adolf 
Buchalski, Wladyslaw Robak and Adolf Miazek. 


The session was devoted to tasks of party links and units 
in instituting economic reform in enterprises. It was 
chaired by Andrzej Ornai, first secretary of the provin- 
cial committee; present was Jerzy Wilk, vice-chairman of 
the Central Oversight and Inspection Commission and 
Janusz Basiak, director of the Central Committee Social 
Policy Department. 


In the region, it was noted in the executive board report, 
much has been done in the area of disseminating new 
forms of managment. Most often the organizational 
realm is utilized space that produces the greatest eco- 
nomic results. Many enterprises have entered into pro- 
duction and production-supply partnerships and have 
created innovative, initiating groups. 


In a time of change, it was noted in the discussion, the 
party’s role and function must be subject to change. 
Organizations cannot be responsible for production; 
they should be a force integrating employees to rational 
effort and effective public action. The demand of the 
times is departure from the decision-order style, direct 
cooperation with trade unions and employee self-man- 
agement and execution of the principles of economic 
accounting. Above all, in the party there should be a 
place for people who are courageous in thought and 
action. 
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Members of the plenum adopted a resultion defining the 
tasks of party links and units in instituting economic 
reform in the region. 


YUGOSLAVIA 


Socialist System Contradictions, Failings Viewed 
28000065 Zagreb DANAS in Serbo-Croatian 
10 Jan 89 pp 12-14 


[Interview with Vladimir Gligorov, scientific associate 
of the Institute of Economic Sciences in Belgrade, by 
Radovan Colevic: “In the Service of Ideology: the Mis- 
takes of Socialism, the Monopoly of the Party in Power, 
the Totalitarian System, Undemocratic Practice in 
Socialist Countries, the Failure to Respect Citizens’ 
Rights, and the Contradictions in the Anticipated 
Reforms”; date and place not given; first paragraph is 
DANAS introduction] 


[Text] The occasion for this conversation with Vladimir 
Gligorov, scientific associate of the Institute of Eco- 
nomic Sciences in Belgrade (the so-called Horvat Insti- 
tute), is his recently published book “Politicka privreda” 
[Political Economy], but Gligorov had also wrestled with 
the issue of the morality of socialism in his foreword to 
a collection entitled “Kritika kolektivizma—liberalna 
misao 0 socijalizmu” [Criticism of Collectivism—Lib- 
eral Thought About Socialism]. 


DANAS: If the “difficulties of socialism” are caused 
primarily by its inherited ideological formula, then isn’t 
the first requirement for overcoming those difficulties 
the abandonment or at least the radical redefinition of 
that formula? In other words, does that also mean 
abandoning one model of socialism, the one that has 
dominated thus far? 


Gligorov: In my opinion, it is not entirely precise to say 
that the ideological obstacles to the reform of socialism 
are fundamental. You’ve got to consider what ideology 
is. In essence, ideology has two fundamental functions. 
One is to structure the relationship between memory and 
expectation. To put it simply, Socialist, Bolshevik, Com- 
munist parties appeal to memory, to the past, which they 
wished to change by revolution, to what is known as 
bourgeois society in the most general sense, and to the 
expectation of the future, to the socialism or commu- 
nism toward which they are striving. The second func- 
tion is to rationalize interests. In this pure type, ideology 
is the assemblage of values which allows the rationaliza- 
tion of often very low interests. 


This is what is happening today in socialist countries: the 
idea that ideology is primarily the rationalization of the 
interests of the Communist Party or of its authority has 
entirely carried the field. The dispute is about acknowl- 
edging the breakdown of the innermost core of that 
ideology, i.e. about abandoning the concept that history 
is the movement from capitalism to socialism. In other 
words, a whole vision of history is breaking down today 
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but we haven't yet gotten to the point of admitting that, 
so we're talking about the need to seek an alternative 
model of socialism. In essence we’ve got to accept the 
fact that socialism has been and remains a mistake that 
arose as the antithesis to an erroneous understanding of 
the society known as capitalism, which is Marx’s special 
“accomplishment.” If that ever did exist, today it has 
been transformed into a democratic, mixed society, 
compared to which socialism is simply a nonexistent, 
insignificant, or at best, fragmentary alternative. Thus 
the problem is not to find a model of socialism, because 
socialism is finished as an ideology of the future and only 
exists any more as the rationalization of the interests of 
the party in power. 


DANAS: Does that mean the rationalization of interests 
expresses their particular interests as compared to the 
interests of the population as a whole? 


Gligorov: Yes, the rationalization presents only the 
interests of those in power. Here’s how you can tell: if it 
weren’t so, they’d put the public interest above the 
interests of the party, and the way for them to show that 
is to hold free elections. Because they’re the only way the 
public can express its political will. 


DANAS: What was the basis of such a system in light of 
current efforts to reform it, and do these efforts raise 
questions about its structural essence? Do they represent 
a radical reform of the system? 


Gligorov: They do not, radical reform is impossible in 
this situation. Everyone who’s grasped the essence of the 
sole serious reform in socialism, the one carried out in 
the Soviet Union in the 1920’s, and knows the reasons 
for its breakdown realizes what the goal of the party in 
power is and what the goal of the reformers is. The goal 
is to find some kind, any kind, of sources, resources to 
increase the efficiency of the socialist system. Well, if 
that’s a larger role for the market, they'll allow that; if 
that’s a larger share for the private economy, they’ll 
allow that too; if it’s foreign investment and credits, 
they'll agree to that too. However, reforming the very 
nature of the system would require the ruling party to 
take a heroic step, namely to put the public interest 
above its own interests. Simply to risk the possibility of 
losing power. That’s the essence of the entire matter. 
Inasmuch as no such willingness is apparent, it’s clear 
that reforms cannot be such as to threaten that funda- 
mental fact. And therefore they must be limited and not 
touch the structural aspects of the system. 


DANAS: In this context, is it possible to transform 
socialism only by accepting the achievements of the 
democratic, bourgeois countries? 


Gligorov: Absolutely. Today there’s no good alternative 
to the market and democracy, and I don’t know if there 
ever will be one. Because there’s no alternative to eco- 
nomic and political freedoms and I don’t know if man 
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would want one. Societies may, ad in developed coun- 
tries, in special circumstances, that does happen; thus 
they may temporarily renounce political freedoms. How- 
ever, permanent renunciation of political freedoms 
would have catastrophic consequences. As for economic 
freedoms, even a temporary renunciation does not bring 
good results. It’s dangerous, regardless of what system 
you're talking about. For example, the renunciation of 
economic freedoms had equal consequences in Latin 
America and in the Soviet Union. Therefore there’s no 
good alternative to economic and political freedom, and 
in current circumstances that means the market and 
democracy. 


DANAS: Does it follow that up to now socialism has 
employed democracy only as a means of legitimation, 
and that in light of its “optimistic anthropology,” it 
forgot that only a free man can be an efficient man, that 
democracy and economic efficiency are complementary? 


Gligorov: Oh, yes. Although, I must say socialist coun- 
tries have almost never employed democracy. The char- 
acteristic of democracy is the will of the people, which is 
expressed in elections featuring alternative parties. The 
peculiarity of democratic governments is that people 
accept their power conditionally. In democracies, power 
is power of attorney. Socialist countries are based on the 
unconditional, historical power of the Communist Party. 
The party—this includes Yugoslavia—does not possess 
power of attorney for a limited period, it cites a historic 
power of attorney. In other words, it holds power that 
does not flow from the democratic will nor does it flow 
from the people. It’s power for which it cites history, i.e. 
the deeper function of ideology as I said, and it submits 
to the judgement of history rather than to that of free 
elections. Consequently, such a conception of power is 
totally incompatible with democracy and it’s no surprise 
that they only use democratic institutions pro forma, if 
you will, as means of legitimation. That’s the essence of 
the matter because if you look at the constitution of any 
socialist country, you'll see that power is undemocrati- 
cally organized, the party doesn’t submit to elections 
with any chance of losing them. There are no lies and 
fraud, it’s all written down and legalized. From a legal 
point of view, power isn’t democratic in nature; for that 
matter, it’s even called the dictatorship of the proletariat. 
In other words, socialism doesn’t employ democracy. 


At first appearance, it does employ democracy in the 
economy. But in fact it’s limited, particularly in the 
economy. Here’s why: if I want to buy some shoes, I 
don’t want anybody else to make the decision. I want to 
pick out the shoes myself, to have the free disposition of 
my labor, of my money, of my intellectual and other 
capabilities, and of my property. So in a free economy we 
have hyperdemocratic decisionmaking, so to speak, 
because each person decides on his own and all decide 
jointly by consensus. Naturally that’s just an idealized 
picture. But I mean to say that socialism introduces into 
the economy some things which are apparently demo- 
cratic—such as planning, rationalization, agreements, 
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political decisionmaking—but which in fact are the 
forms by which the political power disposes of economic 
goods, limiting individual, free decisionmaking on pro- 
duction, consumption, and all the rest. 


Socialism appeals to democracy in the economy—to 
self-management, shall we say—to limit economic free- 
doms and ensure its political despotism. 


DANAS: If socialism arose in opposition to the bour- 
geois world, did it on the other hand have a clear concept 
it wanted to attain through an ideal model? 


Gligorov: Indubitably, if we’re talking «bout the Bolshe- 
vik, Communist concepts, the idea was pretty clear: they 
were aiming at a type of totalitarian society. Really, if 
you think about it correctly, the vision of Communism 
in Marx and later truly is a good-natured totalitarian 
society; if I may say so, a well-meaning totalitarianism. 
They were aiming to eliminate all differences between 
the private and public spheres. Naturally such utopias 
are essential when you want to justify some low act. As 
Pareto, my favorite author, said more than once: the 
lower and simpler interests are, the more people strive to 
justify them by far-reaching and shining utopias. 


DANAS: So the differentiation of the whole from the 
parts is done by a differentiation according to levels of 
consciousness? 


Gligorov: The social structure of socialist countries is 
totally unnatural, although today it’s increasingly com- 
plex and isn’t what the authorities would like it to be. On 
the one hand, socialism strives toward the greatest 
possible egalitarianism on an economic basis; on the 
other hand, it strives toward a differentiation according 
to ideological criteria, i.e. according to the degree of 
loyalty to the system. Taken to the extreme, the ideal 
type of such a system is the stratification of the ideal 
nomenclature. All economic differences have been elim- 
inated but from the top—where you find a person who 
unites qualities of the ideal technician, ideologue, poli- 
tician, military commander, hunter, and businessman— 
down to the bottom, all the others are classified in 
material terms and by position according to their contri- 
bution to the idea and the supreme leader. That’s a 
totally distorted view of social structure. 


DANAS: That’s caused, as one of our sociologists says, 
by the “party’s elevated position.” 


Gligorov: It’s made possible by its monopoly and force, 
everything else is a rationalization of that. Every monop- 
oly needs a justification because people don’t want 
monopolies. When you're talking about a permanent 
monopoly like the party’s, there must be some far- 
reaching ideological justification, and that’s the one 
drawn from history, from the memory of the bad past, 
the anticipation of the shining future, the promise of 
Communism, prosperity, and all the rest. 
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That’s why the market and democracy are superior 
institutions. Political monopolies are put to the test of 
elections, and economic ones to that of the market. 


DANAS: In the final analysis, do the frequent initiatives 
to introduce a market economy threaten that monopoly? 


Gligorov: I would remind you of the significant differ- 
ence between authoritarian and totalitarian regimes. 
Many who are counting on the success of the reforms 
seem to think that the socialist system is authoritarian 
rather than totalitarian. In the first system, reforms may, 
in the end, threaten the monopoly of power, in the latter 
system, they use reforms to manipulate things. 


DANAS: What’s behind the not infrequent comparisons 
with Korea and Malaysia on the part of a number of our 
economists? Simply the demand that the party relin- 
quish its role as controller of everything? 


Gligorov: I suppose the goal is the transformation of a 
totalitarian system into an authoritarian one. I suppose 
that those people, out of ideological conviction or 
because they don’t see any other way—considering that 
it’s still unrealistic to demand democracy—are calling 
for something that we might call “minimal socialism”; 
and that means calling for an authoritarian system. A 
system in which there’s a monopoly on political power, 
there’s a certain public opinion and pluralism of opin- 
ion, but not partisan pluralism, and there’s a significant 
role for the private economy. That’s the typical model of 
an authoritarian regime, which in this case would have 
the Communist Party in power, or perhaps a single 
person or oligarchy. I suppose that’s the road envisaged 
by those people who think that democracy is impossible. 
It was a variant of this that people were seeking in the 
1960's. Because if you’ve got, as we had then, an author- 
itarian personality with an obvious interest in remaining 
where he is at all costs, you look for ways to free as many 
levers of society as possible from his control. The great 
limitation on the reforms in the 1960’s—and I think also 
on today’s—is the failure to understand that a totalitar- 
ian regime cannot transform itself into an authoritarian 
one because they have entirely different mechanisms of 
societal control and different ideological justifications. 


DANAS: So they change only the mechanisms of control 
but not the essence of the system? 


Gligorov: Well, yes. But the mechanisms of control are 
part of the essence of a totalitarian regime. The mecha- 
nisms of control of authoritarian and totalitarian 
regimes are very different. The latter are based on 
collectivism: social property, self-management, the 
transmission role of political organizations and associa- 
tions, ideological education. Authoritarian regimes also 
tolerate private property and ideological pluralism, they 
just don’t accept direct competition for power. Because 
it wouldn’t be an authoritarian regime any more, it 
would be some sort of democracy. That’s the final 
residuum of an authoritarian regime. 
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However, socialism aiid that type of authoritarian power 
are fundamentally different, except in the sense in which 
socialism too protects the monopoly on power and the 
position of the people in power. 


DANAS: How does what you've said bear on the pro- 
posals being submitted by the official commissions for 
reform of the economic system? Do they contain pretty 
radical demands or do they accord with your comments? 


Gligorov: The proposals thus far are very limited and fit 
into the classical types of socialist reform. And that is 
that when a socialist economy finds itself in difficulties, 
when it’s going bankrupt, it seeks sources of financing 
and ways to strengthen the economic life of the bankrupt 
society, and naturally that source is the private sector. 
They liberalize foreign investment, private initiative, 
and they look for mechanisms to make economic trans- 
actions simpler and more efficient, and those are market 
elements. All previous reforms boil down to this, and so 
does this one. Therefore these proposals won’t funda- 
mentally alter the picture, because the spontaneous ero- 
sion of the system will continue, possibly leading to the 
creation of some sort of authoritarian system or possibly 
also toward a renovation of the totalitarian system. 


This package of reforms also contains new contradic- 
tions. Let’s take social property, for example. They seek 
to protect it because they can’t privatize any further. So 
the self-management sector will continue to be the dom- 
inant one. What’s more, many feel that social property in 
the self-management form can be efficient. And here’s 
the contradiction: everybody realizes that banks cannot 
be either social property or self-managing. Therefore, 
where you have capital, i.e. property in the pure form, 
you can’t speak about social property. Banks will be set 
up on some form or other of joint-stock ownership, 
regardless of whether it’s ownership by self-management 
enterprises or private individuals. The banks will make 
decisions according to economy criteria and economic 
strength, not according to self-management law. 


In contrast to that, in the economy, in the enterprise, 
self-management property will continue to predominate. 
That’s a contradiction which has no efficient solution. 
Either the banks will remain services or they'll be under 
political control or we'll eliminate social property and create 
collective property, whether the banks take over enterprises 
or enterprises become shareholders in the banks. 


What will happen, I don’t know. But in light of the links 
between the authorities, enterprises, and banks, the most 
likely is that the banking sector won't have special 
conditions in which to develop. 


DANAS: In this context, what’s the significance of the 
proposal for a new law on enterprises? 
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Gligorov: None. Those are concessions to the state of 
affairs. As proposed, the draft is a catastrophe, not only 
because of what it says but also because they call it a 
“reform.” There’s nothing serious there except that it 
makes certain concessions, and that’s only to what they 
think are possible sources of money: foreigners and the 
private sector. The fundamental problems of the self- 
management sector are not resolved. Above all, it 
doesn’t provide for its privatization. 


DANAS: A few years ago you were the first, or at least 
among the first in this country, to call for the introduction of 
the joint-stock system. How do you see the introduction of 
this economic structure solving our problems, and what's 
the prerequisite for it to work effectively? 


Gligorov: I’ve written quite a bit about that but I 
wouldn’t say I was the first. In socialist countries there 
are no firsts, because we're all too late. As long ago as 
1918, people had realized the great error and have been 
pointing to private property and democracy. It’s only 
that in my intellectual development I realized it too. 


Here’s why the joint-stock system is important. In my opin- 
ion, socialism constantly faces the challenge of choosing 
between three alternatives: either nationalization, which it 
actually carries out first and then renovates; or self-manage- 
ment, i.e. a type of extreme collectivist institution which 
imitates workers’ action, so-called mobilization without 
regard to cost; or privatization. In my opinion, the joint-stock 
system should be viewed within the framework of a complex, 
long-term, and gradual process of privatization of the socialist 
economy. The joint-stock system makes sense for three rea- 
sons. First, you should permit a person who has money to set 
up a joint-stock enterprise outside the socialist sector with 
others who've got cash. Second, the joint-stock system also 
makes sense as a kind of relationship between socialist 
enterprises, which then become collective owners. It’s not 
simple and it’s not the best solution but it can be relatively 
successful. An enterprise buys a share in another enterprise or 
sets up a new one, which then is no longer self-managing, it’s 
the property of the first enterprise, which owns the stuck. 
Thus, enterprises become goods, which will introduce signif- 
icant competition into the socialist sector of the economy as 
well. And third, the last way the joint-stock system is impor- 
tant is that private individuals will be able, when self- 
management enterprises go bankrupt or go to the market for 
funds—to pass into private ownership. This would ensure 
both uniformity and equality in the economy. 


DANAS: The solution to that, I suppose, is to create 
mixed property, and by the same token state ownership? 
And why don’t we have that in this country? 


Gligorov: “Mixed property” is an inadequate, bad term. 
“Mixed economy” is a clear term. Anybody can have 
ownership in an enterprise, but all ownership is of the 
joint-stock type. In this sense, there’s no mixed property, 
rather the state can hold 20 percent of the stock, just as 
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another enterprise can, banks, private persons... The 
basis of all this is equal treatment, and that’s the advan- 
tage of the joint-stock system. Quite apart from that, it’s 
possible to have purely public or private enterprises. 


Besides, we don’t have state property in Yugoslavia 
because we’ve had the idea oi total self-management, 
which was supposed to eliminate the state in a few rapid 
steps. In Yugoslavia we consciously went for a party 
state. That was practically legislated by the last Consti- 
tution, which is the logical consequence of the elimina- 
tion of private property and democracy. Moreover, the 
state was eliminated, while all other functions, from the 
economy to security and the police, to international 
relations were taken over by the party. Thus we have a 
nakedly totalitarian regime which is by definition a party 
regime. In fact, the party administers all aspects of 
society. 


DANAS: I suppose the basis of reform is that society first 
be autonomous from the state and party, and by the 
same token the state from the party? 


Gligorov: Those aren’t any kind of preconditions, they'll 
arise by themselves. The preconditions are constitu- 
tional and legal guarantees of economic and political 
freedoms. Everything else is rationalization. What is of 
indisputable importance is that people have the right to 
their property, to acquire it, and to increase property. To 
know that it won’t be nationalized on them overnight or 
economic conditions changed. The next prerequisite is 
political freedoms, the right to free elections, to create 
parties, to set up and change governments. 


Everything else follows from that. Whether the state 
should have this kind of fiscal system or that kind— 
that’s a different matter. Whether the citizen should 
have this package of rights or that one—that’s another 
matter too. Those are problems arising from the philos- 
ophy of rights and from the development of a country’s 
legal system. You can’t obtain any answers to those 
questions deductively. 


In addition, we live in a multinational country and not 
everything needs to be set up the same way everywhere. 
Nor do I think it should be. All those are independent 
questions and | don’t think that philosophical discus- 
sions of the relationship between society and the state 
will solve anything. 


Interview With Prince Aleksandar Karadjordjevic 
28000064 Zagreb START in Serbo-Croatian 
7 Jan 89 pp 12-18 


{Interview with Prince Aleksandar Karadjordjevic by 
Ervin Hladnik-Milharcic, MLADINA reporter, in Lon- 
don, date not given] 


[Text] On 14 October 1988, the English newspaper 
INDEPENDENT published a reader’s letter under the 
title “Western Aid to Yugoslavia.” The reader referred 
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to the Zagreb weekly DANAS, quoted Slavko Goldstein 
and called upon the governments of the European coun- 
tries to provide economic aid to the democratic forces in 
a country in which the “system which Tito left behind is 
on the verge of ruin.” “By helping people who are 
fighting for legality, for the equality of ethnic groups, and 
for the freedom of thought and expression, the West will 
not only be helping Yugoslavia to acquire real democ- 
racy with as few difficulties as possible, but it will also be 
helping to establish a sound economy that will be based 
on private initiative.” This had enough of a domestic 
ring about it so that it could all have been conceived by 
some Slovene, but the signature caused a bit of surprise: 
“Crown Prince” Aleksandar, heir to the Yugoslav 
throne. Yugoslavia perhaps does not have a throne, but 
obviously the heir to the throne of the Kingdom of 
Yugoslavia is living somewhere in Europe. MLADINA 
published the gist of the letter and out of curiosity began 
to seek out the signer. Things went very badly at first. 
English newspapers do not give out the names of their 
correspondents even for a bribe; there is no such prince 
in telephone directories; in Yugoslav archives one finds 
only gossip and references to the effect that the royal 
family suffers from chronic alcoholism and fast cars. The 
only solid lead was the signature of skiing champions in 
the British Royal Army. Among them was a Prince 
Aleksandar. But still it was impossible to find the skiing 
champion. After many amusing ups and downs and 
misunderstandings and with the kind help of English 
friends, we found him in the Westminster section of 
London, a stone’s throw from Hyde Park Corner and less 
than a 10-minute walk from Picadilly Circus. The impos- 
ing building at the address given was awesome. What 
would one find there? A wax museum? The lair of a 
Chetnik conspiracy? One of the well-known headquar- 
ters whose chapters are operating in the homeland? 
Nothing like it. A dignified British financial corporation 
and somewhere near the top of it a cordial gentleman a 
bit on the plump side who shook our hand with a smile: 
“You are from MLADINA? Your letter was a pleasant 
surprise. I am pleased to meet you. I am Prince Aleksan- 
dar. Would you like coffee?” An amusing confusion 
about time was woven between the questions and the 
answers: the questions of the reporter from the fanatic 
communist newspaper flew into the past of the kingdom, 
and the answers were aimed in the direction of the future 
of the monarchy. At least one of the issues which in these 
past months has been causing confusion on the Yugoslav 
scene can be satisfied—even from the monarchistic 
viewpoint our problems are above all economic. 


{Hladnik-Milharcic] You sign your letters to the English 
newspaper “Aleksandar, Crown Prince of Yugoslavia.” 
Where is the crown? 


Karadjordjevic: There is no crown at all. At least I do not 
have it. 


[Hladnik-Milharcic] Why then that signature? 
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Karadjordjevic: That is not a signature, but a title. The 
crown prince is the heir to the throne, and that is my 
title. I sign my name that way, since I take the position 
that the monarchy can give the country unity, respecting 
ethnic differences, and ensuring the possibility that polit- 
ical parties can live with one another. It could be a point 
of unity. I have never given up hope or my name. My 
great grandfather started the movement to unify the 
couniry, his work was carried on by my grandfather, and 
to a considerably lesser extent by my father. And I am 
the son of King Peter. 


{Hladnik-Milharcic] Little is known about King Peter. 
What did he do in exile and how did England treat him? 


Karadjordjevic: He left the country in April 1941, not 
long after the coup d’etat in March. We might talk a long 
while about that coup d’etat. I think that the intentions 
of Prince Pavle were misunderstood; he acted on the 
basis of his assessment of the country’s military condi- 
tion and his judgment of the military power of the 
German Reich. Prince Pavle did not support Nazism in 
the least, he thought that he could avoid bloodshed. He 
postponed as long as he could the signing of the pact and 
he tried with all his strength to include provisions that 
would protect Yugoslavia. For example, the clause that 
German units would not threaten Yugoslav borders. In 
the end, he was forced to sign entry into the pact, and 
then the coup d’etat was carried out. My father was just 
on the verge of the age when he could be proclaimed 
king. He was a very young king, and all of a sudden he 
found himself in the middle of an uproar without any 
real experience. He was not fortunaie with his advisers. 
There were not any really good people around him; to be 
sure, one or two were good, the rest mostly were not. The 
proclamation only brought him problems. It is easy to 
influence someone 18 years old. When the Germans 
bombed Belgrade, he first withdrew to Greece, to the 
Greek king who was a relative. He and the government 
went into exile first to Palestine, then to Egypt, and 
finally to London. And here problems began in his 
entourage. Ministers kept changing one after the other. I 
think in that period we broke the world record for the 
number of prime ministers replaced, not one of which, 
incidentally, was elected democratically. King Peter, as a 
very young man, faced heavy-caliber politicians like 
Churchill and Roosevelt. Instead of learning from all 
those great men at his age, he had to make decisions 
about a country from which he had been forcibly sepa- 
rated. He believed the entire time that Yugoslavia had to 
have a multiparty system, with parties that represented 
all the political interests of the country. He believed in 
that very firmly up until his death, and he thought that 
the allies left him in the lurch in that respect. He was 
greatly crushed by that disappointment, he was tortured 
by nostalgia, he wanted to return to the country, but 
Churchill talked him out of returning. That was at the 
end of the war. Churchill simply told him not to go. I 
think that he should not have taken that advice, that he 
should have returned immediately and faced the new 
facts in our country. 
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{Hladnik-Milharcic] Why did the allies conduct such a 
policy? 


Karadjordjevic: The allies had been aiding Tito for 
tactical reasons. Their aid was based on the reports of the 
intelligence service, which even before the war had been 
under the strong influence of Soviet secret services. 
Today, this is taken as a joke, but the British intelligence 
service harbored great sympathies for the communist 
regimes. Anthony Blunt, who was one of the king's 
closest advisers, was a Russian agent. Klugmann, who as 
a member of the SOE in Cairo and headed the section for 
the Balkans, was another one. And there were some 
others. The sections MI5 and MI6 are even today under 
the influence of Russian agents—at least that is what one 
can conclude from the English publications coming out 
now that the archives are being opened up after 30 years. 
It was not, of course, just an intrigue, the Partizans were 
more effective in combat. And the allies foresaw that 
what was happening in Yugoslavia was not merely World 
War II, but also and above all a civil war. The German 
units were not the only enemy, the various groups in that 
utter confusion were attacking one another. And the 
result of the allied tactics was the l-party system that 
prevails in the country today. 


{Hladnik-Milharcic] That is a rather summary and unor- 
thodox interpretation of history. 


Karadjordjevic: Yes, that is so. It is difficult to speak 
about those times in the atmosphere today. A very 
serious and closely argued discussion would be required, 
one in which neither side would really look so good. But 
certainly there would be a result. Did you see today’s 
newspaper? Not very encouraging. 


[Hladnik-Milharcic] You say that allied tactics resulted 
in the |-party system. Probably you are also referring to 
the abolition of the monarchy here. But I think that there 
was also a referendum in which a decision was made 
between the monarchy and a republic. 


Karadjordjevic: I think that those were not elections. What 
is more, I think that there have never been real elections in 
the country. Yugoslavia is a very young country, we first 
emerged as a state only after World War I. The Balkans as a 
whole, and especially our area, have never had a democratic 
upbringing. Elections and democracy, those are very serious 
things. Those two words have done wonders in Europe, but 
when it comes to politics, our region is still living in the 
Middle Ages. Those elections which presumably decided 
between monarchy and the republic had nothing to do with 
democracy. As far as I know, the results were forged. To be 
sure, I was only a few months old at that time. But I know 
from the stories that were told that a decision was made 
between two sides, one of which had no opportunity at all to 
operate politically and to present the problems, while the 
other organized and oversaw the elections from start to 
finish. That cannot be called a free election. 
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{Hladnik-Milharcic] Can you offer any evidence for such 
a decided assertion? 


Karadjordjevic: I can only say that as far as | know what 
happened then did not correspond to the idea of elec- 
tions in which a decision is made between several 
options with ballots, in secret, without coercion, and in a 
safe atmosphere. I would not like to make any more 
concrete assertion at this point. 


{Hladnik-Milharcic] When did King Peter realize that he 
was no longer a participant in the Yugoslav political 
game? 


Karadjordjevic: He never renounced that role. He 
wanted to be a part of Yugoslav political life, and to be 
a part of parliamentary life with parties. His idea of the 
Yugoslav state did not depart from the principles of King 
Peter I, whose ideas centered on a constitutional mon- 
archy with full representation of political parties in a 
parliament. Those were uncertain times, and the search 
should pursue several directions. King Peter I read a 
great deal, and among other things he also translated the 
essay “On Liberty” by the English writer John Stuart 
Mill, probably for inspiration. He translated it from 
French, since he was educated at the French military 
academy Saint Cyr. But problems of all kinds arose in 
subsequent history. Problems with the nationalities and 
problems with parliament. After a number of political 
assassinations and social unrest, my grandfather, King 
Aleksandar, established the dictatorship. His intentions 
were good, but not the results. So, at that time Yugosla- 
via was still a very young community, without demo- 
cratic traditions, and it has lost a lot of time since then. 
The democratic experiment was never given another 
chance in Yugoslavia, so that the country has lagged 
behind not only economically, which is obvious right 
now, but also politically, bringing up the rear in Europe 
and even dropping out of it. My father believed that we 
had to have political parties and a democratically elected 
assembly in our country, but he never had the opportu- 
nity to implement that plan. And he had incompetent 
advisers around him. 


{Hladnik-Milharcic] In general, what milieu did he live 
in in London? Almost nothing is known about the 
refugee communities. 


Karadjordjevic: The most grievous thing in his life was 
that he never had a home to go back tc) after November 
1945. Until then, he had lived in the embassy or in 
Claridge’s Hotel, but he had no home. Highit up until his 
death he kept moving from one country to another. 
From England to Switzerland, from Italy to France, from 
the United States to Spain.... 


{Hladnik-Milharcic] And what did you do? 
Karadjordjevic: For years, they hauled me around as 


excess baggage. We would meet emigre politicians who 
were getting further and further away from the real 
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problems of the country and who had neither good 
information nor good ideas. When I was 8, they sent me 
to school in Switzerland. That was a very fortunate thing 
for me. I inclined away from the chaos of emigre politics 
and found myself in a fertile international environment. 
In school, I received special instruction in the history of 
our country and actually came more into contact with 
Yugoslav reality than my parents. I would spend my 
school vacations with them. 


[Hladnik-Milharcic] I suppose you are a British citizen? 


Karadjordjevic: Yes, but the question of citizenship is 
quite entangled. I was born 17 July 1945 in Claridge’s 
Hotei in London. Formaily, my father was still king at 
that time. I was the first-born and as such the heir to the 
throne. But Yugoslav law provided that the heir to the 
Yugoslav throne must be born on Yugoslav soil. The 
British king and government kindly helped to have the 
suite of rooms on the second floor of Claridge’s Hotel 
proclaimed Yugoslav territory, and thus all the legal 
conditions were met. 


{Hladnik-Milharcic] And that was altogether in keeping 
with the regulations? 


Karadjordjevic: Yes! There was nothing unusual about 
it. The same formula applies to the land occupied by 
embassies, and it is applied in other cases as well. 
Representatives of the government in exile and even 
representatives of Tito’s army, which is perhaps rather 
strange, were in the room next to the one in which I was 
born. At that time, my father had an embassy in Madrid 
and Lisbon and issued me a passport as a Yugoslav 
national. Soon, both embassies were discontinued, and 
thus my travel documents became only an ordinary piece 
of paper and nothing more. It just so happens that I am 
one of the descendants of Sophie of Hanover. That 
coincidence was important, since that genealogy leads to 
the English royal family. The English Parliament passed 
a law whereby descendants of Sophie of Hanover could 
become British nationals. That perhaps sounds ironical, 
but without that law the English queen would not be a 
British citizen, but German. And it is under that law that 
I received an English passport. But in spite of the 
passport, I still consider myself a Yugoslav. 


{Hladnik-Milharcic] In Yugoslavia, in our time that 
question is not resulved as simply as that. What nation- 
ality are you? 


Karadjordjevic: I am a Yugoslav. Yugoslavia is a marvel- 
ous country. A mosaic of various nationalities seems to me 
a very fortunate thing. Such a rich combination of nation- 
alities, religions, customs, and languages can hardly be 
found anywhere else. This is all interwoven into the 
extremely fascinating ins and outs of history which give 
Yugoslavia an additional glamour of its own. I think it is 
very important to preserve that, the way this is being done 
today by all European countries, which alongside all the 
pressure of the process of assimiliation, are preserving the 


POLITICAL 


differences of language and custom. This means that every 
people decides as it pleases, but we dare not allow our- 
selves to be caight in the dangerous trap of nationalism. As 
I mentioned in my letter to various newspapers, the danger 
of Lebanonization is too great for us not to think about it 
seriously. Another establishment of artificial borders 
results in a medieval mentality. All of Europe is thinking 
about doing away with borders, but Yugoslavia is threat- 
ened with the danger of complete isolation, of placing itself 
in the middle of the Pacific Ocean. We must not forget that 
Yugoslavia does not need to be entering Europe; we are a 
part of Europe and must respect our national origins. This 
is the European spirit. If you ask Yugoslav workers in 
various European countries where they are from, they will 
first tell you that they are from Yugoslavia, and only 
afterward will they mention Serbia, Macedonia, Croatia, 
or Slovenia. And as far as I can judge, they want more 
autonomy for every region separately, within Yugoslavia 
and in Europe. I take the position that that kind of project 
is unfeasible without a system of political parties and it 
perhaps would involve moving the capital more to the 
center of the territory. But these are perhaps daydreams. 


[Hladnik-Milharcic] When you speak about the multi- 
party system, do you also include the Communist Party? 


Karadjordjevic: The party system is a political system in 
which all political interests have political representation. 
In Europe, a democracy cannot be imagined without a 
Communist Party in parliament. We have lost 43 years 
in an experiment that was not successful. Peopic ask me 
if Yugoslavia has not made wonderful progress in those 
43 years? My answer to them is that it would have fared 
much better if it had had a democratic system along 
European lines. 


{Hladnik-Milharcic] When we published the translation 
of your letter to the INDEPENDENT in MLADINA, we 
accompanied it with the remark that there is at least one 
Serb who doesn’t care about Milosevic. Do you have a 
comment? 


Karadjordjevic: Let me say in passing that you did not 
translate the letter, but only published a very brief 
summary. And it was not published only in the INDE- 
PENDENT, but also in the GUARDIAN, DAILY 
MAIL, and some other newspapers. As for Milosevic, I 
think he is filling a vacuum. Probably there should be an 
attack on the 1974 Constitution and the way in which it 
divides up the pie. This is probably where one should 
look for the reasons for the nationalistic sentiments in 
Slovenia, Croatia, and certainly in Serbia. Milosevic has 
made good use of the outbreak of nationalistic senti- 
ments and has made a political career from it. To be 
honest, I think that this has no real connection to today’s 
Europe and that this encouragement of nationalistic 
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sentiments in a negative direction will merely speed up 
Yugoslavia’s retrogression. Nationalism can be a very 
good thing when it unifies, but it 1s extremely dangerous 
to cause conflicts with it. 


[Hladnik-Milharcic] The conflicts are already there. The 
Serbs and the Albanians... 


Karadjordjevic: That conflict is public and obvious to 
everyone. But democracy is the only solution to that 
problem. It is not just a question of Serbia and Kosovo, 
we also have to speak about our southern neighbor 
Albania. That country is living in the Stone Age, 
divorced from the entire world. Something also has to 
happen in Albania so that the problems in Kosovo would 
not be so very painful. That entire area needs a doctor, 
and I think that only democracy can be that doctor. 
Many truly terrible things have happened there. But this 
always happens when passions become inflamed. We 
must calm down and be mature and decide what we want 
democratically. There are no quick fixes. Gra‘yal and 
patient introduction of an opposition, oversight over the 
politicians by the mass media, establishment of close 
relations with the European Community. Technology 
has to be imported; there can be no progress without the 
technology which Europe has. Even the Soviet Union is 
ready for improbable changes in order to satisfy the 
hunger for technology and establish increasingly open 
relations with Europe. It is nonsensical for us to lose 
physicians who become excellent specialists in America 
and Europe, when the national health service is in a 
crisis. Conditions have to be brought about so that all 
those people stay at home, they should be taken care of, 
rather than helping people who use problems in order to 
strengthen their own political power. Every nationality 
has its own destiny in our mosaic and can realize that 
destiny only in a peaceful and democratic atmosphere. 


{Hladnik-Milharcic] How do you define democracy? 


Karadjordjevic: A political system which guarantees free 
elections. It takes freedom of expression for granted; | 
am referring here to the freedom of political expression 
in which no political persuasion is imposed, and one has 
one’s representative in the assembly. This is no perfect 
system at all, but there is none better. 


[Hladnik-Milharcic] How did you arrive at that convic- 
tion? I am interested in purely biographical details. 


Karadjordjevic: I have already mentioned that they sent 
me to a private school in Switzerland when I was 8. At 
that time, I was actually attending two schools. In the 
first, which was very small and uninteresting, I found it 
boring, and I didn’t like it very much. When I was 9, they 
enrolled me in the international school, where I stayed 
for 5 years. From there, I went off to the United States 
for a year. That was a very fruitful experience. It was a 
complete change of scene, and the difference was stim- 
ulating. I went from America to Scotland, where I 
attended Gordonstone. That is a very good school; for 
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example, Prince Charles and many others have gone to 
school there. Then it seemed to my father that I should 
also have military experience. I enrolled in a British 
military academy and when I finished my schooling 
there, I went into a British regiment. I must say that I 
liked it very much. With my unit, I went to Germany, 
Libya, spent a time in the United States, in Italy, and 
even in the Near East. I stayed in the unit 7 years. 


{Hladnik-Milharcic] In what regiment? 
Karadjordjevic: 165th Queens Royal Lancers. 
[Hladnik-Milharcic] It is very famous, isn’t it? 


Karadjordjevic: Certainly, that is one of the finest royal 
regiments. It is in the front ranks at coronations, it was at 
El Alamein, and so on. Every English regiment has an 
honorary commander who need not be an English citi- 
zen. When I was serving there, it was Juan Carlos’ father. 
This commander often visited us when we moved from 
one country to another. That experience as a soldier was 
very strenuous and difficult, it is true, especially in the 
Near East and in Africa, but I have very good memories 
of it. 


[Hladnik-Milharcic] Did you ever think as an officer of 
NATO that you might find yourself attacking Yugoslavia? 


Karadjordjevic: I think that Yugoslavia is in no danger 
of being attacked militarily by anyone. I see no such 
danger from NATO, and the Soviet Union has enough 
internal problems at present, that I think that there is no 
threat from there either. 


[Hladnik-Milharcic] But you know that a large part of 
the country gets its living from the constant external 
threat? 


Karadjordjevic: Yes, that can be a way of governing 
people, when you plant in their minds the idea that a 
danger threatens from the northwest and west. 


{[Hladnik-Milharcic] Was the army you were in different? 


Karadjordjevic: Modern armies are numerically small, 
they drill mostly to master the technology, the complex 
communications. The whole emphasis of the army is on 
professionalization. This affords a very high level of 
training and competence. Professionalism has its good 
sides and its bad sides. The Yugoslav Army is based on 
universal military service. That is a quite different 
principle. Professional armies do their recruiting with 
advertising campaigns, so that the particular character- 
istics of the draftee are lost. Armies based on universal 
military service are an average of the entire society, a 
reflection of the community. But many people enroll in 
a professionally recruited army who could not get a job 
elsewhere, who do not know how to do anything else. 
This can be a serious problem. At this point, blacks make 
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up more than 40 percent of the American Army, and that 
certainly is not the average of the society. But at a time 
when there is no threat of invasion, I see no point in an 
expensive and numerically strong army based mainly on 
draftees. 


{Hladnik-Milharcic}] You did not continue your military 
career. What did you do afterward? 


Karadjordjevic: After 7 years, I left the regiment with the 
rank of captain, and then I got married. 


{Hladnik-Milharcic] To whom? 


Karadjordjevic: Maria Gloria, daughter of Don Pedro, 
who under more fortunate circumstances would be the 
king of Brazil. 


{Hladnik-Milharcic] Was it your plan to seek a bride in 
the aristocracy? 


Karadjordjevic: Ha, ha, no! Not at all! That was not a 
planned marriage, there was no matchmaking involved. 
We married for love. Our ties to the Spanish dynasty 
were always very strong, and we often meet. Her mother 
is the sister of the countess of Barcelona, the mother of 
Juan Carlos, who is now the king of Spain. 


{Hladnik-Milharcic] Did that marriage have any serious 
consequences in your life? 


Karadjordjevic: Doesn’t every marriage? We went to live 
in Brazil, which incidentally is an incredibly beautiful 
and exciting country. I lived there 3 years with several 
jumps to England and New York in the meantime. That 
is, I worked with marketing agencies and insurance 
companies. In that work, a man has to learn constantly. 


{Hladnik-Milharcic] Which agency did you work for? 


Karadjordjevic: Ogilvy and Mather, global marketing. 
But during my visit to the United States an insurance 
company in Chicago offered me a management position 
with them, and I stayed there 5 years. I studied the 
American business mentality and method of organiza- 
tion from close up while I was there, and for the first 
time I came into serious contact with computers, and all 
of that was exceptional experience. I went from Chicago 
to Washington, to a similar company, and all the while I 
maintained close contacts with England and with the 
European Economic Community. 


{Hiadnik-Milharcic] You probably inherited capital? 


Karadjordjevic: Not a bit! I inherited nothing, not a 
penny. My parents provided me only with schooling in 
the best schools, and that was all. I bought my first 
apartment in Chicago with what I had earned, and the 
same is true of the house in Virginia. I am a self-made 
man by American standards. 
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[{Hladnik-Milharcic] A self-made prince? 


Karadjordjevic: Ha, ha! I like that. Put that in your 
headline. 


{Hladnik-Milharcic] I read somewhere that your chil- 
dren were born in America. 


Karadjordjevic: Yes, Peter, the eldest, was born in Chi- 
cago, and we had twins in Washington. 


{Hladnik-Milharcic] If I understood correctly, your 
present wife is Greek, and these are the children of Maria 
Gloria, the one from the Spanish aristocracy? 


Karadjordjevic: Yes, we got divorced, and Maria Gloria 
went back to Spain. She is now happily married and lives 
in the south of Spain, where she has two children. But 
our sons live with me and with my new wife in London. 
You will be able to see them in the afternoon, they are in 
school now. 


{Hladnik-Milharcic] How do you make your living now? 


Karadjordjevic: I have one of the top positions in a 
private company which is in the business of buying and 
selling land, investments, shipping, banking, and certain 
other lines of business. At present, the entire emphasis is 
on finance capital, and my experiences in America are 
valuable. 


{Hladnik-Milharcic] Are you rich? 


Karadjordjevic: Yes, thank you, I cannot complain. 
Things are going quite well for me. 


[Hladnik-Milharcic] Would you as a businessman invest 
in Yugoslavia? Is that a country in which you would have 
confidence from a business standpoint? 


Karadjordjevic: Yugoslavia today does not present a 
picture that would encourage good investments. Espe- 
cially not large ones. This has been proven. There are 
very few companies who would go there and say that 
they wanted to build a factory in the next 18 months or 
invest a great deal in some other way. That is impossible 
today. The atmosphere is not right for foreign invest- 
ments. Everyone would have to have the possibility of 
majority ownership or partnership. But conditions are 
necessary for that. It is unusual that only a few successful 
enterprises in the northern part of the country are calling 
for that kind of cooperation. 


{Hladnik-Milharcic] To what extent have your ties with 
the Spanish royal family helped you to succeed? Does the 
European nobility have a separate business community? 


Karadjordjevic: You know, it is not the custom here to 
speak about ways of doing business in general conversa- 
tion. Nevertheless, there are some things that can be 
said. | would be happy to say a few things in detail about 
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Spain, but I will do that later. First, we should clear up 
misunderstandings about the aristocracy. All the modern 
European monarchies—the Swedish, Dutch, Danish, 
Norwegian, Belgian, and even English—are democratic 
and constitutional. They all have a successful economy 
and orderly social relations. They are successful because 
they are democratic, not because they are monarchies. 
The role of the king differs from country to country, 
from Sweden, where the king is a symbolic figure with no 
political power, to Spain, where he has the role of the 
direct guarantor of the democratic system. You must not 
forget that modern democracy was invented in those 
monarchies. What they have in common is that the 
monarchy unifies in the sense of continuity, it is the 
pivot of differences in society, the point at which oppo- 
sites meet on neutral ground. Spain is a special case, 
special because it is so fresh. Franco Spain was a dicta- 
torship, but King Juan Carlos has facilitated the unre- 
stricted creation of political parties. That was not easy, 
and he did not make all that possible by himself person- 
ally. But even so...you must remember that the army was 
Franco’s. You wanted to get at me with that question 
about the Communist Party. Juan Carlos legalized the 
Communist Party, but not just for its own sake, but 
because he was pursuing a political strategy that would 
have made no sense unless all political interests were 
legalized. They have caustically referred to the Spanish 
Communists as the Royal Communist Party, since the 
king simply protected them. The only thing for which 
there is no place in that scheme are antidemocratic coups 
d’etat and Juan Carlos has already prevented several. At 
least one of them was spectacular, and the king’s direct 
political intervention was decisive. The monarchist con- 
ception of democracy in Spain has been imprinted with 
the royal seal. Over the last 13 years, Spain has made 
more progress than any other country in Europe. It has 
developed from a dark Mediterranean dictatorship into 
a European country with the fastest growth, the safest 
investments, and on a world scale it is now the most 
attractive country for large investments. Capital is just 
rushing to Spain. With democracy, a country makes 
progress, but there is no progress in a dictatorship, be it 
left or right. In a democracy, the political power changes 
hands, but I do not know of any dictatorship which 
would turn power over to anyone else. In Spain, there 
was an opportunity with the dictator’s death, but I do not 
know of a single communist dictator who has abandoned 
dictatorial power even after his death. In dictatorships, 
there is no change of political power, dictators change 
only through coups d’etat. 


[Hladnik-Milharcic] It seems to me that you would like at 
this point to begin to talk about Yugoslavia, but I would just 
like to halt you for a moment. You still have not answered 
the question about an aristocratic business community. Do 
you have contacts with the Spanish king? 


Karadjordjevic: We can leave the business community to 
one side, and Juan Carlos and I are very good friends. 
His wife, Queen Sophia, is my niece. The queen’s grand- 
father on her father’s side was King Aleksandar of 
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Greece. I became acquainted with Juan Carlos in Portu- 
gal, his family was living there during the period of the 
Franco dictatorship. We had many common interests 
and kindred political views, which we talked about on 
the shore and while sailing. Juan Carlos is an excellent 
sailor. A firm frienship was thus formed. He has always 
believed that democracy could save his country. He 
certainly has been very lucky. Spain, to be sure, has down 
through history been a very divided country, so divided 
that the Basques have been pushed into terrorist activity, 
at least some of them, but the entire country has one 
religion and little differences in language. 


{Hladnik-Milharcic] We take that as a reminder about 
Yugoslavia. Have you ever been to Yugoslavia? 


Karadjordjevic: No, I have flown over it, I have sailed 
the Adriatic Sea up and down and across, but I have 
never set foot on its soil. Except at the time of my birth. 
I would like to visit it. 


{Hladnik-Milharcic] Surely, no one is standing in your 
way! Why do you not go? 


Karadjordjevic: Forgive me, I would not like to cast 
doubt on your professional competence, but a law is still 
in effect which could still be so interpreted. I would not 
want to get into any sort of unpleasantness. Yugoslav 
laws, you know, are very difficult to understand. There 
are no reasons for me not to go to Yugoslavia, and there 
iS a very strong desire. 


[Hladnik-Milharcic] You have no contacts of any kind? 


Karadjordjevic: I receive many publications, books, and 
newspapers. I talk to people who travel to Yugoslavia, to 
people who come to London. In that way I stay in 
contact with the country’s reality. | have met many 
Western ambassadors who have served in Belgrade, 
consuls who have been in Zagreb and Ljubljana, so that 
I am abreast of things as far as the country is concerned. 
Of course, that cannot make up for direct contacts. 


[Hladnik-Milharcic] Has any official Yugoslav institu- 
tion ever contacted you? 


Karadjordjevic: No, not directly, a few years ago, while 
Tito was still alive, there were one or two attempts, but 
nothing came of it. I think this was in 1957 or 1958, 
during Tito’s visit to the king of Greece They showed an 
interest in me at that time. I was 12 or 13 years old, and 
I heard that they had mentioned me. But nothing devel- 
oped from it. Only recently did my niece Princess 
Elizabeth visit Yugoslavia. She attended some meeting 
in Budapest and wanted to see the area where she was 
born. She told me that she was very well received, she 
was very touched. 


[Hladnik-Milharcic] What about the treasure of King 
Aleksandar? 
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Karadjordjevic: That question should be cleared up once 
and for all. I have never seen any gold bars or Swiss bank 
accounts. The Swiss have a law under which one can look 
at bank accounts after 50 years, 50 years after the death 
of their owner. There are no accounts at all. 


{Hladnik-Milharcic] How, then, do you account for the 
stories about Aleksandar’s fortune? 


Karadjordjevic: I know only one story which might have 
been the source of that myth. In fact it makes a good 
story. King Aleksandar had an interesting hobby. He was 
a gold panner. He wouid go digging in this ridiculous 
small gold mine. He found it amusing to pan the dirt in 
short pants and look for grains of gold. He had an 
insurance policy with Lloyd’s of London, but he needed 
some kind of new equipment to clear the land. In that 
unfortunate year of 1934, he decided not to pay the 
premium on the policy, but to use the money to buy 
equipment. That is what he did. That is the only story 
about gold which I have heard. And the only gold which 
I myself possess is my grandfather’s ring, and even that is 
very small. It is made of gold from our homeland, and 
grandfather shaped it himself. The story about treasure 
always flares up when Yugoslavia gets involved in finan- 
cial scandals, and perhaps that is the explanation as to 
why it is warmed over so frequently. Of course, if 
someone tells me the account number, I would not 
object. Then I would not have to work anymore. 


[Hladnik-Milharcic] Comrade Tito probably does not mean 
much to you. What opinion did your father have of him? 


Karadjordjevic: You would have been surprised if you had 
had a conversation with him. He never had a hostile 
attitude, nor did he ever speak badiy of him. He acknowl- 
edged his personal strength, and there can be no question 
whatsoever about that strength. He preserved the Yugoslav 
community in spite of all difficulties, he established the 
movement of the nonaligned. He became a kind of interna- 
tional hero, he had impressive friends, Nasser, Selassie, 
Nehru, Fidel Castro. In the West, they had a very high 
regard for his reputation in the countries of the Third 
World, but they were never concerned in detail with living 
conditions in Yugoslavia. Yugoslavia has gone its own way 
and has slowly lagged behind Europe. Today, Yugoslavia is 
known for the record bad quality of its products, its record 
inflation, its unemployment, and its economic scandals. 
Domestic affairs have erupted to the international level. But 
let me go back to your question. My father was above all 
conscious of Yugosiavia’s internal problems. As far as I 
recall, he saw Tito above all as an obstacle in the way of 
parliamentary democracy. But he never said bad things 
about him, nor consciously offended him. Neither privately 
nor publicly. 


[Hladnik-Milharcic] Did they ever meet? 
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Karadjordjevic: No, never. My father wanted to return 
after the war, but they did not allow him. He wanted to 
discuss things, but he was too young for the allies to take 
him seriously and support him. 


{Hladnik-Milharcic] What in your view was the attitude 
of the new government toward the monarchy? Fear? 
Contempt? 


Karadjordjevic: The monarchy obviously fascinated 
them greatly. The castles have multiplied nicely since 
1945. Tito had more royal residences than did the kings. 
Oplenac is incredibly beautiful after its restoration, at 
least judging by the photographs. It has been cleaned up 
and restored, and pictures of Tito hang on the walls 
alongside the pictures of the Karadjordjevices. That is 
perhaps a bit strange. They obviously want a place in the 
continuity of the country’s history, it is just that they 
have changed the history books to achieve it. 


{Hladnik-Milharcic] One might conclude from your 
answers that you take the position that everything has 
gone wrong in Yugoslavia. Could we dwell a bit on what 
has gone wrong? 


Karadjordjevic: Between the two wars, things went 
wrong in the same way as they went wrong in Europe. 
The empires were breaking up, and new ones were being 
created. We were always a bit behind, behind the others 
in Europe. Austro-Hungary broke up, Russia was in 
flames, the Germans were arming again, and we were in 
the middle. We created a new siate and we were the last 
in Europe. The Italians and the Germans unified in their 
own countries before World War I, and they had had a 
great deal of time to straighten things out, but still they 
became entangled. We had to hurry before the second 
great conflict broke out. After World War I, the large 
national movements for communism resumed. At the 
universities and in the factories, they were very influen- 
tial. The exceptional determination—I think that it was 
mainly that that was involved—brought a high degree of 
unity and strengthened their position. And once you gain 
a position, it is clear that you want to retain it and 
continue it only with one party. That also applies to 
similar right-wing movements. The Balkan countries 
have suffered from that a great deal, ours perhaps most 
of all. Greece has had almost the same history. Things 
there are not rosy today, but they are not disastrous 
either. They also had their civil war, they experienced 
the danger of a communist dictatorship, they did away 
with the right-wing dictatorship. We had the Germans, a 
civil war. As you know, we had all kinds of things. 


{Hladnik-Milharcic] In your letter to the INDEPENDENT, 
you spoke about the European Community. Does the pos- 
sibility of joining the EEC seem realistic to you? 


Karadjordjevic: I think that Yugoslavia has no other 
future whatsoever except to assume its role in Europe. 
There is no other way out than to become a democracy 
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and to have a role in the Community. We cannot be 
alone in that sandwich. We have Italy to the north, 
Greece to the south, and there is increasingly serious talk 
about the possibility of even Turkey joining the Euro- 
pean Community. It is bizarre, but perhaps it will 
happen. I see no other logical conclusion than for Yugo- 
slavia to enter the Community. We have an incredible 
people who have proved that they can be successful, we 
have individuals who have proven that they understand 
business, that they are capable. Europe offers nothing 
other than an occasion to foster and develop those 
abilities still more. At present, natural resources are 
being squandered, the steel mills do not know their 
trade, the automobile companies are making cars that 
are so bad that they have to be sold at reduced prices, 
with reductions and other incentives that are just incred- 
ible. Look how they sell cars in America, it is comical. If 
we qualify to enter the Community, we can only gain by 
that. These are conditions which Spain has been able to 
meet, Portugal could meet them. If we acquire full 
democracy, we can become an important member of the 
Community. Yugoslavia is a strong country in a strate- 
gically important position and not just by European 
standards. 


{Hladnik-Milharcic] You speak in the first person plural. 
Is this the royal we? Do you foster ambitions of a 
restoration of the monarchy? 


Karadjordjevic: That would not be up to me. Only the 
people could make the decision on that. I think that the 
monarchy could have an important role with all the 
nationalities. It could be a meeting point. I believe in fair 
play [this expression in English in the original]. I think 
that every view must be protected, that everyone should 
have a hearing. The monarch could be a point that would 
guarantee hope of political maturity. I think that I would 
be the kind of monarch who would guarantee the 
country’s continuity regardless of how each government 
succeeded one another. 


{Hladnik-Milharcic] If Yugoslavia adopied a multiparty 
system in which, say, there was also a royalist party, 
would you support it? 


Karadjordjevic: I would not support it. You could not 
have a monarchist party. The monarchy must be above 
the parties and above the nationalities. After all, the 
good thing about the monarchy is precisely that it can 
speak to all the parties, that it can sit down at the table 
with them and talk with all the parties about the 
country’s future. A modern monarchy is neither totali- 
tarian nor autocratic. It is constitutional. The monarchy 
can help every party to achieve its objectives in a neutral 
atmosphere, whether that be the Socialist Party, the 
Communist Party, or the Democratic Party. 


[Hladnik-Milharcic] Do you know that there is a para- 
noia in Yugoslavia about emigre groups? That the Chet- 
niks and Ustashas are still dangerous? 
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Karadjordjevic: I know. People still remember the hor- 
rors from the war quite well. I would like to emphasize 
that the only people who count are those who live in the 
country. The people who live in Yugoslavia are the ones 
who have been lucky. I think that I was not lucky, since 
I was separated from my homeland. I think that none of 
those groups represents any serious danger, that they 
should not be feared. They are not just the Chetniks and 
Ustashas, there are others as well. If those groups want to 
achieve anything, they have to become democratic. The 
law of the pistol and blood is no longer valid, a civil war 
took place during the war, passions were inflamed, it 
boiled up and it boiled over. I do not know what point 
there is in debating at the kitchen table things which 
happened 40 years ago. At the end of the 20th century, 
we can hope for an end of the violence and bloodshed. 
Those movements have to die out. Have any of those 
people ever been to Yugoslavia? They have lost contact 
and they have to die off. I have very strong bonds with 
Yugoslavia as a whole. That is because I have always 
lived outside and I meet people who come from every- 
where. I should not be associated with those groups. It is 
true that my family is originally Serb, but I think that we 
should be fair toward it and say that the idea of the 
Yugoslav monarchy was the idea of a community of 
differing nationalities living in unity and community. 


{Hladnik-Milharcic] After the death of King Peter II, 
there were rumors that they wanted to crown you king. 
What happened? 


Karadjordjevic: People did actually come to me with 
such plans, but I sent them away. 


{Hladnik-Milharcic] Why? 


Karadjordjevic: What would I be king of? I am not a 
dreamer. King of the emigre groups? King of the Serbian 
emigres in the United States? They do not need a king, 
they have their president. I am a businessman and I 
make my decisions on the basis of reality, and there was 
nothing real in that proposal. I did not renounce my 
name, nor do I intend to renounce it ever, but I do not 
intend to undertake ridiculous political adventures. I 
would think differently about a proposal that came from 
Yugoslavia. That was the first reason. The second was 
that it seemed to me that the people who came to me 
harbored sympathies toward autocratic regimes with 
which I would never want to have anything in common. 
Nor have I ever had anything in common with them. 


[Box, p 17] 


[Hladnik-Milharcic] Who are the members of the royal 
family? 


Karadjordjevic: Let us begin with me and my wife 
Katarina. We have three sons: Petar, Filip, and Aleksan- 
dar. Then there is my father’s brother Prince Tomislav. 
His wife is Princess Linda, and they have four children: 
Nikolaj, Katarina, Juri, and Mihael. Tomislav’s brother 
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Prince Andre lives in California. Then by the other line 
there are the descendants of Prince Pavle, who was the 
regent. Prince Aleksandar lives in Paris. He is married to 
Princess Barbara of Lichtenstein, Princess Elizabeta lives 
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between New York and South America, Prince Nikolaj died 
in an automobile accident here in England. Prince Aleksan- 
dar has children from his first marriage, his present wife is 
Princess Maria Pia of Savoie. That, briefly, is everyone. 
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HUNGARY 
International Balance of Payments Assessed 


‘Ailing Economy’ Seen 
25000095a Budapest FIGYELO in Hungarian 
12 Jan 89 pp 1, 4 


{Unattributed article] 


[Text] After prolonged silence (suppression) Hungary's 
foreign indebtedness, a matter long known to readers of 
foreign economic journals, is no longer a secret even to 
Hungarian public opinion. Subsequently, on the basis of 
statements made by Hungarian National Bank [MNB] 
officials, we were able to formulate a picture of the size 
and composition of our international accounts receiv- 
able. Looking behind the figures on this side of the 
balance one finds many, many details which are true 
reflections of an ailing economy. 


The weight of the sum total of our foreign indebtedness, 
the weight which burdens the nation’s economy is 
reduced by the fact that the balance sheet has another 
side which summarizes our receivables. Thus it is possi- 
ble to present both our gross and net indebtedness, and 
the figures do indicate something. But in reality, the net 
indebtedness is not what we would like it to be, because 
our payables and receivables are qualitatively far apart. 
Just to verify this statement, let’s see what items there 
are on the side which shows balance reserves and foreign 
receivables. 


As of the end of October 1988 convertible currency and 
gold reserves held by the MNB—a part of our receiv- 
ables—amount to 2.3 billion dollars. The size of these 
kinds of reserves is not governed by any international 
agreement or Hungarian rule. It is subject to decisions 
made by the central bank of given countries, and is 
treated as a strategic matter. Based on international 
experience, some fundamental principles of an economic 
nature provide guidance just how large such reserves 
should be. Most often, necessary reserve levels are gen- 
erally determined on the basis of certain indexes of the 
balance of payments—mostly imports, and within that, 
mostly on the size of merchandise imports. On this basis 
last year’s reserves equaled the value represented by 4-5 
weeks of merchandise imports, which constitutes appro- 
priate security on an international scale, but by no means 
over-insurance. This amount is sufficient for the smooth 
discharge of payment obligations. 


Reserves, however, must be in a liquid form, and 
because they are not, [“for this reason,”] they earn no 
interest at all, or earn a relatively low interest. A smaller 
proportion of foreign exchange reserves exists mostly in 
the form of accessible current accounts, where interest 
earned (if any) amounts altogether to 1-2 percent. 
Although the MNB tries to invest the larger part of 
foreign exchange reserves in international money mar- 
kets which produce greater yields (mostly on the basis of 
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3-6 months commitments), nevertheless here too—as the 
price to be paid for liquidity—the interest rates are 
obviously lower than on the other side of the balance 
sheet where long term loans taken by Hungary appear. 
Also gold could be converted into deposits, but this too 
earns little interest. In addition to the above, some clever 
maneuvering on the market with gold and foreign 
exchange may produce some gains as a result of exchange 
rate [fluctuations]. 


At the end of 1987 our convertible currency and gold 
reserves amounted to 2.5 billion dollars. The 200 million 
dollar decline moderated the burdens which appear on 
the debit side in two ways: dissolving the reserves 
enabled actual payments to be made, and since these 
reserves draw less interest than what our debts demand, 
the quality of the two sides became somewhat more 
similar. But during the past year foreign exchange 
reserves decreased at a much larger scale than did our 
gold reserves. For this reason it is conceivable that in the 
future the MNB will accelerate the decrease of gold 
[““these’’] reserves, after all, in the average gold earns less 
interest than foreign exchange reserves. 


The total amount of receivables not having the character 
of reserves is far more complex, and in certain elements 
is far more problematic than reserves. This is so because 
reserves, even if they do not earn interest, are secure 
funds, managed by ourselves. Among the foreign receiv- 
ables, however, one finds entirely hopeless accounts 
which may be regarded as money lost forever. Admit- 
tedly, however, the total amount and the ratio of these is 
far smaller than what we believed it to be in the period 
when related information was suppressed. 


As part of other foreign receivables amounting to more 
than 4 billion dollars, there are funds totaling about | 
billion dollars which are secure and managed by “our 
own hands.” These include invoice amounts, the 
“working balances” of individual commercial banks, 
and the deposits owned by individual commercial banks, 
primarily the Hungarian Foreign Trade Bank, held by 
foreign financial institutions. Moreover, these funds also 
include bonds purchased abroad by various banks. 
Accordingly, these receivables have a rather mixed com- 
position, but unfortunately, as a result of the fact that 
within this mixed composition the ratio of medium term 
deposits—which yield significantly higher interest pay- 
ments than reserves—is rather low, the average earned 
interest is also modest. In the final analysis medium term 
deposits and the purchase of bonds may be regarded as 
grants of credit, but due to the characteristics of their 
term, the interest earned is lower than the interest we pay 
on our long term borrowing. (Hungarian banks cannot 
grant actual financing credit because we have no long 
term surplus.) 


Similarly, our other receivables include export documents 
discounted by the MNB. Payment on these receivables may 
be viewed as certain, because the MNB buys only bank 
guaranteed export receivables from enterprises. 
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Receivables which have a truly mixed composition con- 
sist of enterprise export receivables, which altogether 
constitute 2.5 billion dollars out of the total of 3 billion 
dollars worth of commercial receivables. Part of these 
are fully customary receivables, normal accounts receiv- 
able from customers, which may be regarded as secure 
until the payment due date. About one-third of these 
receivables, however, are tied to customers from devel- 
oping countries, among whom we may find some who do 
not pay easily. Accordingly the ratio of recorded receiv- 
ables from developing countries is far greater than the 
ratio of total exports to these countries. 


There also exists a rather large amount of receivables 
resulting from enterprise exports which are not con- 
firmed by banks, and thus are not secure. The value of 
these amounts to approximately 900 million dollars. 
From among these the value of expired or questionable 
receivable is 250 million to 270 million dollars. Hope- 
fully, the rest of the money can be collected. 


Some Latin American, African and North African coun- 
tries too Owe us significant amounts. These countries, 
however, request us prior to the due date to reschedule 
payments on their debts—which include enterprise 
export credits. There is hope that these countries will 
effect payment. 


The total amount of expired and questionable receiv- 
ables thus far amounts to 400 million dollars. This is so 
because not only commercial credit granted by enter- 
prises includes some receivables considered as uncertain. 
Payments for exports based on government credits, or 
which were transacted on the basis of a guaranty issued 
by the state have not been effected in full either. But in 
earlier days the enterprises were confronted with views 
expressed by the government which suggested that they 
should not press hard, should not sue to collect their 
receivables because Hungary should foster good rela- 
tions with the debtor country, or rather with the country 
of the debtor. On the other hand, no one in the govern- 
ment made an offer to these enterprises to pay for these 
receivables, not even in cases in which the granting of 
credit by the enterprise was indispensable to consum- 
mate a transaction financed by government credit. By 
now, after so many years, both the state and the affected 
enterprises may jointly lament their loss of money. 


A part of the commercial receivables (fortunately the 
smaller part) which, for practical purposes should be 
considered as lost relates to countries with an uncertain 
ability to pay. In those days we considered trade rela- 
tionships with these countries as politically significant. 
Thus among the 400 million dollars export receivables 
we find some with a “historical” perspective, which, in 
certain cases adds to the total of short term commercial 
credits, if originally they were considered as short term 
commercial credits. 
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Accordingly, the real concern pertains not so much to the 
volume of the accumulated questionable receivables, but 
to the fact that a large part of commercial credits does 
not earn interest. From all of our receivables, contracts 
covering some 3.3 billion dollars worth of receivables do 
not require interest payments, and thus do not earn 
interest, (‘From all of our receivables, some 3.3 billion 
does not earn statutory interest.”] according to the 
MNB. Thus the value of the net indebtedness which 
expresses the actual burden on the people’s economy in 
a more realistic manner, exceeds 14 billion dollars, as 
contrasted to the 11 billion dollars net indebtedness 
shown in the books [11 billion dollars numerical 
indebtedness”’]. 


On the other hand, it is part of the truth that in cases 
involving short term credits exporters generally include 
interest to be earned into their prices. Accordingly, the 
balance sheet includes a rather large amount of receivables, 
which earned interest once collected, but this fact cannot be 
included as an item in the balance sheet. This is another 
reason why the interest on our receivables is lower than 
what we must pay on credits received. Longer term export 
receivables do earn interest, and a majority of the debtors 
does pay interest. But here too, the interest earned [“it”’] 
does not amount to the average [interest paid] on our total 
indebtedness, because the interest on merchandise credits is 
always lower than on finance credits (Hungarian enterprise 
sales are also helped by this tactic), and on the accounts 
receivable side the government credit items which, from the 
standpoint of commercial policy bear low interest, deterio- 
rate the average. The interest rate applicable after the 
expiration of credits is also specified in contracts between 
parties, but Hungarian enterprises are rather lax also in this 
regard. Taken together: while interest on our gross indebt- 
edness is paid at a rate between 7 and 8 percent at present, 
our receivables draw only 3.5 to 4 percent interest. 


Past due receivables are not obsolete or lost receivables, 
because we can sue to collect, and there have been 
examples in which the partner paid later on the basis of 
out of court settlements. But political changes in devel- 
oping countries also resurrected from the graves some 
funds which were believed to have been lost. These, 
however, are rare instances, and we are better off if we do 
not encourage ourselves by starting to qualify these 
receivables. Thereafter we should advance step by step 
and clarify the balance between accounts payable and 
accounts receivable. 


Both the MNB and the enterprises could try to sell their 
questionable receivables. Some small receivables were 
successfully sold, but we must not pin exaggerated hopes 
to this method as a means to rid ourselves from ques- 
tionable receivables, even if we accept a heavily dis- 
counted price for such receivables. In most instances 
getting rid of individual receivables is rather difficult. 
They take place as parts of some complicated commer- 
cial transactions. 
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International Reserves 
and other 
Foreign Demands 
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International Reserves . 2.» « 2478 2329 2268 
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Foreign Exchange . . « « « 1953 1829 1751 
Other Demands on Foreign Countries 4367 4151 4228 
Short term ..seevsecee 2608 2411 2494 
Medium and long term .. . 1740 1731 
TOTALS & a a 6 . a a 6 a e a ae * 6835 6480 6493 
Uncollectible receivables which we cannot get rid of ‘Uncollectible’ Accounts 


must be written off the balance sheet without mercy, 
even if only gradually. This too would be one element of 
our endeavors to obtain an authentic balance. 


An already ongoing process represents a small item, 
compared to the large-scale cleanup effort. Nevertheless 
the process has begun by virtue of the fact that in 
preparing their 1988 balance sheets, enterprises must 
write off all foreign exchange receivables 3 years or older, 
reducing the total amount of assets [“‘so as to burden the 
outcome”). The authorities are planning to introduce 
more comprehensive rules for the valuation of receiv- 
ables and for mandatory write-offs. Writing off receiv- 
ables which came about as a result of enterprises granting 
credit on the basis of governmental guaranties will 
represent losses in the state budget, while in cases where 
credit related risks were assumed by an enterprise, the 
loss will be absorbed by the respective enterprise. But the 
latter will be dropped also from the national balance of 
foreign exchange receivables, thus increasing the total 
amount of net indebtedness. (Writing off receivables 
does not mean of course, that demands against buyers 
seize to exist. In the event that the buyer effects payment 
some day, the money paid may be regarded as money 
found.) We must note here that international indebted- 
ness records of countries with developed financial sys- 
tems do not include the receivables of firms, because 
there are no appropriate statistics that would reflect such 
receivables due to the fact that the direct foreign rela- 
tions of firms are extremely diverse. Thus, our net 
indebtedness, as compared to that of the above men- 
tioned developed countries is more favorable in this 
respect, because credits assumed by the state are offset 
also by the accounts receivable of enterprises. 


25000095a Budapest FIGYELO in Hungarian 
12 Jan 89 p 4 


{Article by Emilia Sebok] 


[Text] About 40 percent of our foreign receivables— 
again, a rather significant proportion—is based on 
accounts receivable related to exports. The size of the 
total amount of such receivables as compared to the 
value of exports, the length of time involved in receiving 
payments, and the amount of questionable, or uncollect- 
ible accounts receivable depends on the workings of 
exporting enterprises, including the product itself as we!l 
as the commercial activity. For this reason, enterprise 
views on accounts receivable are difficult to summarize, 
since these receivables are closely related to the market 
position of the exported product. 


According to practicing foreign traders it is natural that 
there are uncollectible receivables, because no human 
activity can be 100 percent perfect. Uncollectible receiv- 
ables represent the recognized scrap in foreign trade 
work. Capitalist firms regularly count on uncollectible 
receivables to the extent that a certain amount for 
uncollectibles is budgeted in advance, so that losses 
incurred in this manner can be written off with ease. The 
“only” question in this regard pertains to the amount we 
should consider as acceptable relative to the sales vol- 
ume of a certain product. Because indeed, at this point, 
in addition to the human factor, one must take into 
consideration the role played by the product. And 
beyond such momentary considerations, the kinds of 
conclusions an enterprise should draw, and the kinds of 
actions an enterprise should take with respect to such 
receivables are of the essence. 
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We must recognize the fact that the bulk of Hungarian 
goods exported tor convertible currency are not among 
the most sought-after, solid products in the global mar- 
ket. On top, as compared to competitive products, the 
quality of Hungarian goods is mostly lower. 


All this suggests that in general, we would be unable to 
establish conditions, and we would not be able to seek 
guarantees in the course of consummating sales which 
rule out the possibility of creating questionable receiv- 
ables. Quite often Hungarian exporters are, by necessity, 
more lax even in regards to choosing partners: medium 
range, occasionally qualitatively imperfect goods are not 
sold by the first class, most reliable firms in the interna- 
tional market place. Accordingly, our customers fre- 
quently are far from having a first class rating as to their 
ability and preparedness to pay. Frequently they learn 
the tricks of the trade at our expense, using Hungarian 
goods, and then they either fail or get rich as a result of 
our constrained laxity. 


All these concerns can be felt particularly in the export of 
Hungarian machinery products, and within that, in cases 
involving firms involved in large scale, complex invest- 
ment projects. It is impossible to develop long-term 
customer relations in the context of capital goods, 
because these goods are not purchased regularly the way 
consumer goods are. In selling capital goods which do 
not exactly meet world standards the Hungarian sales- 
man works on more risky grounds from the outset, than 
say, a salesman who had access to the market for decades 
and sells for example light bulbs or salami to familiar 
clients. In other words, the latter deals in consumer 
goods the standards of which enjoy international recog- 
nition. From the salesman’s standpoint the inability to 
collect on a onetime large volume sale is far more 
dangerous than loss incurred by a single item of some 
exported consumer good. Accordingly, it is the nature of 
things that suggests that most of our questionable and 
uncollectible foreign trade receivables (held by both the 
state and enterprises) can be tied to the sale of capital 
goods. 


These circumstances bear influence on the exporter. On 
occasion, exporters are touched by someone showing an 
intent to buy the goods we offer, and therefore sets the 
standards of guaranty lower than what could be attained. 
The result is none other than the creation of uncollectible 
receivables. 


Accordingly, as long as our products offered for sale are 
not truly competitive, recommendations made by the 
MNB amount to incantations. According to these rec- 
ommendations enterprises should be more circumspect 
in pursuing exports, bank guaranties must be strictly 
demanded from buyers so that enterprises receive the 
sales value of products and goods sold under any circum- 
stance. Moreover, exporiers should make demands iden- 
tical to those made by our partners. It cannot be denied 
that conditions could be improved somewhat through 
foreign trade work: for example one of the enterprises 
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queried stated that while in 1985 payments on exports 
were received in the average in 260 days, last year the 
average was 200 days, while market conditions did not 
improve. But a fundamental change in payment condi- 
tions can be achieved only by improving the marketabil- 
ity of products. 


Nowadays the incurrence of questionable receivables 
from customers in developing countries is rare. Hungar- 
ian exporters too became more cautious, and they hardly 
make shipments on an open account basis to countries 
known to have an inferior ability to pay, i.e. without 
bank guaranties. (In these days such cases occur only if 
participation in tender bidding is conditioned by the 
acceptance of delivery terms which do not include bank 
guaranties.) 


In developed capitalist countries, and mostly in Western 
Europe we are forced to accept open account terms in 
order to acquire a competitive advantage. By offering 
more open payment terms, or by trying to export larger 
volumes of goods than what is needed, Hungarian 
exporters try to enhance the the customer’s inclination to 
buy. But this is not all. By offering these terms and 
volumes they are also trying to enhance the position of 
their distributors abroad. By granting merchandise cred- 
its to their own distributors, parent companies try to 
offset the disadvantages that stem from under-capitali- 
zation. Accordingly, in the course of a transaction the 
foreign exchange shortage of the country which did not 
permit the outplacement of capital in the necessary 
amounts, becomes a burden to the enterprise. Accord- 
ingly, goods are shipped to economically developed 
countries in quantities larger than necessary and without 
guaranties. Nevertheless in the framework of these trans- 
actions, the amount of questionable receivables does not 
grow substantially and in the long term. A negotiator 
with practice, a cautious salesman seldom runs into a 
habitually nonpaying buyer. It is the shipment of overly 
large quantities, and the delayed handling of complaints 
concerning quality which are the decisive factors with 
respect to delayed payments. 


It does occur that as a result of merchandise credits- 
subsidies received from Hungary, our foreign distribu- 
tors become complacent and move the merchandise 
slower than it would be possible. But the size of the 
merchandise credit also depends on (also in transactions 
involving foreign buyers) how the manufacture of goods 
is programmed in Hungary. After all the agent or distrib- 
utor abroad must always offer a full line of the products 
to the ultimate buyer. 


Questionable receivables emerge also as a result of other 
circumstances. It has happened that the defense mecha- 
nism relaxes and Hungarian shippers effect deliveries 
under relaxed credit terms to one or another customer. 
Particularly in earlier days, and to a lesser extent today, 
we have overestimated one or another market, and as a 
matter of principle, but in the ultimate in an unprinci- 
pled manner, we supported the buyer with Hungarian 
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delivery terms. In addition to such circumstances, ques- 
tionable receivables may be created by such primitive 
mistakes as delayed delivery or inaccurate presentation 
of documents. 


For what they are, export receivables must be recorded 
as demands for foreign exchange. And such demands do 
not cast enterprises in a favorable light even if the 
amount involved is small. One must consider that a 
major part of the cost involves forint expenditure. Even 
if the entire demand for foreign exchange is lost, 
Hungary’s [international] balance of payment will not 
deteriorate to the extent of the price charged, but only to 
the degree that parts imported from capitalist countries 
were utilized in (built into) [the product sold]. 


Accordingly, exporters with several decades of experi- 
ence in enterprises having censorship committees [credit 
approval processes?} may also create uncollectible 
receivables. Entrepreneurs who recently received author- 
ity to exports, however, are not at all protected by 
experience, at the same time, however, they are forced to 
require proof [of payment?]. Therefore, it would not hurt 
if with respect to new exporters the MNB would require 
them to grant more stringent credit terms than required 
otherwise, for a certain period of apprenticeship, thus 
avoiding risk, and an excessive increase in [the number 
and volume of foreign] receivables. 


Import Restrictions Relaxed; Effectiveness 
Questioned 

25000100c Budapest HETI VILAGGAZDASAG 
in Hungarian 28 Jan 89 pp 50-53 


[Article by Gyorgyi Kocsis: “Import Liberalization: 40 
Percent Freedom”’} 


[Text] Beginning on | January there is no longer a need 
for an official permit for the importation of a number 
products payable in currencies other than rubles. Many 
experts view partial import liberalization as a qualitative 
change, an institutional opening in the direction the 
global economy. At the same time one discovers that 
under present conditions this step is not without danger, 
and that for the time being a number of details are 
unresolved. 


Import regulation is a part of economic management 
which adopted probably the most fancy artificially 
coined terms. “Reference frame,” “standard import 
automatism,” “orientational frame,” “threshold 
import’”—these carefully created expressions were sup- 
posed to shield a constant, informal bargaining process 
from the eyes of the uninitiated and the unauthorized on 
both sides of the border. A process in which the author- 
ities and businesses bargained for convertible currency 
import opportunities. 


“The best import is the one which does not even enter 
the country.” Sara Pasztor’s study in KULGAZDASAG 
last year revealed that ever since the early 1980's this 
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philosophy prevailed in regard to the management of 
imports for which dollars would have to be paid. The 
fact that this philosophy has from time to time turned 
into fiascos may be attributed equally to the wasteful 
operating methods of the Hungarian economy, and to 
the aforementioned bargaining jungle which was guided 
by individual [judgment] and was based on case by case 
evaluations. The methods changed on occasion, of 
course, regulations were more stringent or more permis- 
sive depending on balance of trade and balance of 
payment figures. Whether they were made known or 
disguised depended upon the good intentions of the 
foreign environment. 


Import regulations were always considered as one of the 
“most delicate” factors in the economic mechanism. 
Officials were more tight-lipped than usual when provid- 
ing public information: business organizations were 
informed at closed meetings of directors, and by way of 
memoranda issued by the supreme authority. Thus, for 
example the 1982 official announcement restricting 
imports payable in dollars received rather little publicity. 
Publicity would have suggested to the public production 
problems and an increase in the number of goods in 
short supply. The same low level of publicity accompa- 
nied the return of the so-called automatic import licens- 
ing process in 1984. The essential element of the 
“change” was that for some 230 select enterprises the 
designation of individually established import opportu- 
nities was changed from “reference frame” to “orienta- 
tional frame.”’ This system survived through 1988, but 
meanwhile the number of select enterprises increased to 
500, while their convertible export share increased to 70 
percent, and their irmports grew to 50 percent. 


The category of select enterprises and the orientational 
frame did not disappear last year either, but the system 
was supplemented by a so-called standard import autom- 
atism. The substance of this is that processing industry 
producers receive an opportunity for additional imports 
if they exceed a certain value of exports which was 
predetermined on the basis of bargaining. Many foreign 
trade experts consider this factor as the reason for last 
years improvement of the non-ruble accountable trade 
balance from a 378 million dollar deficit in 1987 toa 515 
million dollar surplus in 1988. 


It is hard to tell whether import regulations this year will 
become even more complicated, or if they will begin to 
be simplified. Those who wish to obiain liberatized 
goods may receive foreign exchange without a permit 
from the Ministry, the Hungarian National Bank [MNB] 
promised. Others who want to import nonliberalized 
goods will continue to face the permit procedure. All this 
applies also to the “less than equals,”’ because the select 
“five hundred” will be subject to hybrid rules. In their 
context “hybrid” represents the linkage between con- 
vertible exports and imports, i.e. the “standard import 
automatism” this year applies to nonliberalized 
imported goods, which have the fundamental character 
of materials. 
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The list of goods which may be imported freely, i.e. 
without an import permit granted by the Ministry of 
Commerce and which are subject only to reporting 
requirements are contained in issue 1988/68 of MAG- 
YAR KOZLONY. About two-thirds of these are produc- 
tion oriented investment goods, such as machinery, 
equipment and component parts. Ministry of Commerce 
officials say that the emphasis on investment goods 
reflects the fact that economic management intends to 
free imports primarily in the interest of technological 
development and structural transformation. A few con- 
sumer goods too are on the list. Some of these are 
intended to motivate domestic producers to compete 
with imported goods, others are included as a resuit of 
the “moment of inertia.” They would have to be 
imported anyway due to lack of domestic production. 
The third group on the list consists of imported stock 
used in the food industry, such as breeding stock, seeds, 
and fodder. The official version in this regard holds that 
here too the motivation is primarily to improve the 
international competitiveness of the sector. Critics of the 
liberalized list feel that as presently composed, the list 
does not reflect a definite conception, instead it is a 
result of the enforcement of affected interests. 


Hungarian economists who analyzed similar import lib- 
eralization measures in developing countries still argue 
about what the appropriate pace of liberalization should 
be. Some, who believe that in Hungary things do not 
function the way they do elsewhere advocate gradual, 
cautious progress. Other believe that liberalization 
should start with a relatively large dose of imports so that 
we do not run out of steam soon, and so that a successful 
increase of exports may prove the opposite. It appears 
that Hungarian economic management adopted the lat- 
ter view, because the liberalization schedule announced 
for 1989 may be estimated to affect altogether an 
approximate amount of 30-40 percent of 5.5 billion 
dollars worth of convertible currency imports. 


According to present conceptions, and dependent on the 
balances of the external economy, by 1991 no import 
permit will be required for 80 percent of the convertible 
currency imports. Nevertheless the leadership intends to 
reserve the opportunity for a direct strategic decision. It 
is virtually impossible to obtain an official estimate for 
this year; cautious statements predict 400 million to 600 
million dollars worth of additional imports in any event, 
as compared to last year’s imports, and as a result of 
liberalization. Of this excess some 200 million dollars 
would be spent for machinery imports, 300 million 
dollars on component parts, and 100 million dollars on 
other goods. Throughout this period economic manage- 
ment would like to avoid a deterioration of the trade 
balance. In theory of course, more imports could 
directly, and by way of a more modern industrial struc- 
ture indirectly, provide a thrust for increased exports, 
but this will most likely take place with a time delay. 
Some experts fear that some enterprises subject to 
relaxed financial control may suddenly start runaway 
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imports, speculating that sooner or later the authorities 
will once again tighten regulations. At that time, these 
enterprises could profit by selling the stored imported 
products. 


Partially, and only in regard to liberalized products, 
import liberalization represents a return to the slogan 
which has disappeared in the early 1970's: “businessmen 
with forints, also have foreign exchange.” This principle 
has disappeared with the passage of time, because the 
unlimited mass of forints that flooded the economy was 
never offset by the needed amount of foreign exchange, 
and particularly not on the basis of the exchange rate 
reflected by the then overvalued forint. Perhaps the most 
exciting question today is whether there will be sufficient 
monetary and budgetary stringency to enforce the avail- 
ability of only an appropriate amount of forints to 
businesses vis-a-vis a limited amount of convertible 
foreign exchange. If not—unless the leadership wants to 
put a quick end to the liberalization—balance can be 
brought about by increasing the value of the forint to a 
level higher than it is today. This is so, except for the fact 
that another devaluation of the forint would sharply 
conflict with the inflation rate announced for this year. 


What will the MNB do—the Bank which is supposed to 
guard over both the financial balance and the purchasing 
power of the forint? At present MNB official believe that 
devaluating the forint would be used as a means of last 
resort in order to achieve balance. It is further believed 
that for the time being it seems that one need not be 
concerned about a deteriorating trade balance. The inter- 
national boom continues, therefore Hungarian enter- 
prises may look forward to promising convertible cur- 
rency exports, while at the same time the rate by which 
import transactions are booked does not disturb the 
experts. 


Under no circumstances should import liberalization be 
“undone.” The resultant loss of international prestige 
would be immeasurable. This is stressed at the central 
bank, while adding that if necessary, the purchasing 
power must be held back, primarily through budgetary 
means, by way of reduced expenditures, and if unavoid- 
able through increased revenues, and secondarily 
through credit restrictions. 


For the time being partial import liberalization is not 
accompanied by foreign exchange management reform. 
Exporting firms must continue to offer their foreign 
exchange income to the MNB at official rates of 
exchange. Although at the MNB they mentioned that a 
“limited foreign exchange market”’ among banks would 
be introduced beginning on | March, it appears that this 
market will not have much to do with the marketplace. 
Simply put it will mean that henceforth, importers will 
no longer need to apply for foreign exchange at the 
MNB, instead they may submit their applications to 
commercial banks. But the commercial banks will not be 
able to charge more for foreign exchange than the official 
MNB rate of exchange. At the central bank they envision 
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the significance of this essentially technical change in the 
fact that it represents a step toward decentralized foreign 
exchange management, slated to be introduced in 1990. 


[Box, p 51] 


Istvan Salgo: Attempt to Break Out 


Liberalization is one of the main themes of this year’s 
economic policy. It is entirely different from the eco- 
nomic policy of earlier years. One should begin by saying 
that increases in enterprise performance, and particu- 
larly in convertible currency exports are limited mostly 
by the ability to acquire various resources. Among these 
resources the availability of convertible currency 
imports are in the shortest supply. In contrast, beginning 
1 January, a significant 40 percent part of convertible 
imports will no longer be subject to mandatory import 
permits. 


Within the import management system in force until the 
end of last year the central organs did not permit full 
satisfaction of enterprise import demands. They accom- 
plished this primarily through informal intervention. 
For this reason the system became the subject of con- 
stant criticism. Within the given management environ- 
ment the system had its own rationale of course: the 
import demand of enterprises which are barely conscious 
of costs was hardly limited by cost considerations. At the 
same time, state administrative intervention also mani- 
fested itself in the form of forcing exports. 


In this system of relationships import management as 4 
whole represents the hopeless problem of which came first, 
the hen or the egg. That problem that cannot be solved. For 
this reason it occurred: we must break out of the magic circle 
which regenerates itself with increasingly grave conflicts. 
This recognition was enhanced by the fact that in the course 
of more than a decade several developing countries liberal- 
ized their imports. The experience accumulated in those 
countries also contradicts the assumption that one should 
not liberalize when the external balance situation is inten- 
sified. To the contrary, their experience showed that liber- 
alization is clearly needed in order to eradicate the deeper, 
structural roots of unbalance. Not only the management of 
imports, but in the long term also the entire foreign trade 
regulatory structure is transformed in the interest of accom- 
plishing this. 


Liberalization of imports in itself is a multi-year process, 
and its [progress] depends on how fast it is possible to 
establish general market conditions free from govern- 
mental restrictions, and on the degree that forces sup- 
portive of liberalization gain strength, primarily by way 
of increased income flowing into the exporting sector. By 
now, imports must, and can be regulated by virtue of 
general restrictions on demand. Accordingly the role of 
monetary policies and exchange rate policies increase. 
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All this means that it is misleading if one characterizes 
liberalization by no more than the liquidation of admin- 
istrative limitations. Namely, liberalization of imports 
does not mean that there is an unlimited access to this 
tight resource available to business. It means instead that 
the rules of the game for import procurement are chang- 
ing, and that demand will be restrained primarily by 
standard market forces. In other words: in the jong run, 
the essence of import liberalization is not a quantitative, 
but a qualitative matter. All this means in turn that the 
enterprise sphere of action broadens, that enterprises 
have access to imports under unified and clear-cut 
conditions. On the other hand, the enterprise sphere of 
action has narrowed to the extent that there is less 
opportunity to effect imports which are unrelated to 
enterprise performance, on the basis of individual bar- 


gaining. 


Two fundamental issues must be clarified, nevertheless. 
First: what kind of macroeconomic medium is required 
sO as to achieve a condition in which doing away with 
governmental regulation will not lead to “runaway” 
imports. The other: considering the time required for the 
establishment of a system of conditions as well as th< 
requisites for the preservation of the external balance, 
what should be the method of import liberalizztion 
which by necessity, must be implemented graduaity. 


Concerning the first issue, there is broad, general agree- 
ment to the effect that in contrast to the present system, 
the total import demand must be limited primarily by 
way of monetary and fiscal means. Except that one must 
recognize that the financial system is not capable to 
accomplish this in the short run. Some serious differ- 
ences of opinion may be detected regarding the relation- 
ship between import liberalization on the one hand, and 
exchange rate policies on the other. A significant number 
of economists recommends a real devaluation of the 
forint—meaning a devaluation in excess of the inflation 
rate—in the interest of limiting the demand for imports, 
and of stimulating exports. At the same time, decision- 
makers hoid the widespread view that devaluation must 
be avoided primarily because it would further feed the 
already not too small inflation. In contrast, inflation 
would be weakened by the broadening of entrepreneurial 
opportunities based on financial interest, by the free flow 
of production factors. 


It is apparent that the introduction of liberalization must 
be multifaceted in order to provide a truly new foothold 
for the management and expectations of enterprises, on 
the one hand. On the other hand, the possibilities of 
taking further steps are controlled largely by the manner 
in which conditions take shape. 


Two different systems which are based on two different 
theories of logic are conceivable regarding the liberaliza- 
tion of imports. One is based on an organizational 
approach, the other on a product approach. Under the 
first approach the opportunity to effect imports is tied to 
increased exports. One variation of this approach would 











JPRS-EER-89-031 
23 March 1989 


be that businesses pledging to make certain convertible 
currency exports would receive prior and automatic 
authorization to purchase foreign exchange, up to an 
amount which corresponds with a certain percentage of 
the exports pledged. This, so-called retention system is 
used in several socialist countries. 


In contrast to this approach, product oriented liberaliza- 
tion is based on the development of lists which contain 
defined product groups to which any business may have 
unlimited access. In reality, however, there is no clear 
cut situation, because in several respects the two 
approaches overlap. In addition, the gradual liberaliza- 
tion of imports requires a combination of various 
approaches anyway. This is so, if for no other reason 
because within the nonliberalized sphere of imports the 
earlier system, or something similar must function. This 
is the situation we find in Hungary today: in addition to 
the liberalized groups of products contained on the lists, 
the earlier rules applicable to imports are in force with 
respect to a larger part of the imports. 


The presently introduced system evolved on the basis of 
State administrative conciliation, and assumed a structure 
which in its present form was envisioned by no one in the 
process of developing the system. This fact, however, is not 
a major concern. The chief concern is that as a result of 
present economic conditions and of the chosen method, 
liberalization may conceal the possibility of certain ten- 
sions, for the chariing and handling of which our economic 
policy must prepare itself in advance. Namely, the economic 
rules of the game in terms of financing and functioning—the 
conditions of the new type of restrictions applicable to 
import demand—do not emerge clearly. This is indicated by 
the fact that no exchange rate modifications were made in 
conjunction with the introduction of import liberalization. 
Further concerns emerge relative to the harmonizing of 
convertible currency liberalization with CEMA trade. Nor 
were the conditions for structural and commercial policy 
developed—policies which would provide real content to 
the gradual nature of import liberalization. 


Insofar as the method chosen is concerned, there is a 
great danger that enterprise demand for liberalized 
imports will increase, and that in the course of such 
increase there will be no real institutional stimulant 
within enterprises for increasing exports. This, in turn 
ma‘ trigger a deterioration of both the trade balance and 
the balance of payments. 


While expert generally recognize that one cannot establish a 
liberalized system which satisfies each desired goal and each 
interest group, the question is this: is it really necessary to 
introduce a new system which from the outset creates such 
great concerns—endangering of the fundamental purpose of 
economic policy, [threatening] the external balance—and 
which contains this size of an initial danger of rearrange- 
ment [that the opposite of the expected result will material- 
ize]. In any event, it is revealing that preparations for import 
liberalization were made behind closed doors by profession- 
als. While the role of openness has undergone a qualitative 
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change during the past months, “glasnost” did not penetrate 
certain segments of the economy, and particularly not that 
of import management. And this is not a negligible lesson 
learned from the standpoint of further developments. 


[Box, p 52] 


Tibor Bokor: Wait and See 


Some of the items enumerated on the import liberaliza- 
tion list involve products traditionally handled by 
Hungarotex foreign trade company, many other items, 
however, are items newly “discovered” by Hungarotex, 
which by now functions as a commercial house. Hunga- 
rotex deputy president Tibor Bokor summarized his 
expectations this way: 


“Liberalization too provides a way for the better utiliza- 
tion of opportunities available to large foreign trade 
enterprises which have some long-term market experi- 
ence, good connections and product knowledge. We are 
planning to increase the importation of machinery and 
component parts needed for technical development 
within the light industry, and required by mixed [nation- 
ality joint] producer enterprises, for example. 


“In my view, however, the fundamental question is of 
what and to whom import liberalization provides an 
advantage. As we see it, the financial liquidity concerns 
of user and commercial enterprises are on the increase. 
Thus, it is unlikely that many could take advantage of 
this opportunity. Within the domestic market consump- 
tion shows a significant decline. We sense this most in 
the field of textiles and clothing. Accordingly, the group 
of products which may be imported more freely is 
expanding, but there is no need for these products, or, at 
least, we do not know at present what need there will be 
for these products in the future. And we are not certain 
whether there will be enough money for the importation 
of other products. Perhaps it wiil involve machinery 
component parts, to which the new rules provide the 
greatest advantage. 


“I believe, that the way 1* is with every novelty, initially 
everyone who can will take advantage of the new possi- 
bilities, and there will be less confident enterprises which 
will want to purchase everything at once, because they 
will be worried about running out of foreign exchange. If 
liberalization takes place the way it is supposed to, and if 
the bureaucracy does not hinder liberalization, procure- 
ment will definitely become more flexible, and one 
cannot rule out the possibility that liberalization will be 
accompanied by price reductions. After all, costs are 
reduced whenever it is possible to effect procurement 
when needed, and manufacturers too can produce more 
quickly, in a more flexible manner, and better quality. 
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“All this, of course, does not mean that all of a sudden 
the way we think in Hungary will change. The obligation 
to make decisions in the framework of market con- 
straints is still alien to many enterprises.” 


[Box, p 53] 


Interview with Elektromodul president Gabor Iklody: 
The Old River Bed 


Either the authorities did noi announce the start of 
import liberalization at the beginning of the new year, or 
the ability of many to obtain information is not suffi- 
ciently strong—in any event, in part of the enterprises 
business continues as usual. At least this is what we 
found cut from what Elektromodul president Gabor 
Iklody had to say. 


[HETI VILAGGAZDASAB (HVG)] To what extent are 
electronic component parts affected by import liberal- 
ization? 


[Iklody] About 90-92 percent of the products which fit 
into Elektromodul’s profile are on the list of products 
which may be imported without a permit. 


[HVG; What will be the procedure for importation? 


[Iklody] We know this much: henceforth we will not 
require individual permits for the importation of indi- 
vidual items, all we are obligated to Go is to report the 
fact of importation. The few pages long letter received 
from the Ministry of Commerce does not provide for the 
administrative process. For the time being we are 
unaware of what will happen to the import quotas which 
have existed thus far. Namely, until now we have been 
working with three kinds of quotas: the quota transferred 
from enterprises, the combined management quota, and 
the so-called special import quota. We do not know at 
what point the forint value of goods imported must be 
paid. We do not know at what point we must report, 
whether it must take place when an order is placed or 
when the money is transferred. 


[HVG] Have you experienced any change in foreign 
trade regulations since | January? 


[Iklody] Nothing, whatsoever. This year began just like 
any other year. We received our quota as we did before, 
we must request individual import permits just the way 
we did before. There is no change whatsoever. Perhaps 
there will be a change in the second quarter. Nevertheless 
the Ministry of Commerce should be credited for not 
diving head on into matters which have signiticant 
implications, instead they did some evaluation first. 


[HVG] In your view, what effect will import liberaliza- 
tion have on the electronics industry? 
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[Iklody] If we assign the value of “*1” to the price level of 
component parts imported from capitalist countries, the 
comparative domestic price level is 1.4, the socialist 
import price level is 3, and in certain instances 5. In the 
event of full liberations, without subsidies, however, 
socialist imports will come to a full halt. Who would be 
insane to pay three to five times as much money for a 
certain component part, which, on top, is less reliable? If, 
on the other hand, socialist imports do not take place, 
socialist exports too will be reduced on the basis of 
mutuality. This could place a number of Hungarian 
electronics enterprises into a difficult situation. But 
demand for Hungarian manufactured component parts 
may also decline, after all only a few products manufac- 
tured by Hungarian factories can withstand capitalist 
competition. I see the lack of enterprise money as the 
greatest concern in regard to liberalization. Last year’s 
tightening of credit substantially slowed down the econ- 
omy. Imports did not move either as a result of tight 
money. 


[HVG] What is your view of the counter-argument which 
holds that the entire electronics industry must be com- 
petitive and that the entire domestic application [indus- 
try] must develop, not only the component parts indus- 
try, or certain factories separately? 


[Iklody} On this basis a number of activities would have 
to be discontinued. Why are they manufacturing per- 
sonal computers in Hungary, for instance? In Taiwan 
they are manufacturing 3 million to 4 million personal 
computers each year, in Hungary they produce 3,000 to 
4,000. We can never become competitive. Nothing 
would constitute a worthwhile endeavor if we adopt this 
outlook. [Table omitted] 


Duty-Free Trade Zone: Pros, Cons Analyzed 


Foreign Capital in Hungary 
25000106 Budapest FIGYELO in Hungarian 
26 Jan 89 pp 1, 4 


{Article by Emilia Sebok] 


[Text] There are grandiose plans to establish a duty-free 
trade zone on the Hungarian-Austrian border, while in 
the duty-free area existing joint enterprises “whittle 
chair legs.” This is more or less the case today of 
productive activities in the Hungarian duty-free area. 


Let’s face it: Attracting foreign operating capital by 
establishing [mixed nationality] joint enterprises did not 
prove to be a miracle cure that stimulates the economy. 
Not in Hungary, at least. Smart studies seekin. ~~swers 
to the “why” question mention as the ultima: cause 
general economic conditions in Hungary and market 
based conflicts of interests between Hungarian and for- 
eign founding partners. Joint enterprises operating in the 
duty-free trade area are in many respects independent 
from Hungarian rules however, because customs, foreign 
exchange and foreign trade rules view them as foreign 
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entities. On the basis of the above naive outside observ- 
ers could come to believe that from the standpoint of 
foreign investors establishing joint enterprises in the 
duty-free trade area is particularly attractive, because 
they may enjoy the economic advantages found in Hun- 
gary (cheap labor and low cost public utilities), while at 
the same time they may be relieved for being exempt 
from under their foreign status. 


Reality, however, did not prove these expectations to be 
correct: from the more than 200 joint enterprises 
licensed thus far, barely 40 are functional or plan to 
operate in the duty-free area; the average founding 
capital [of joint enterprises in the duty-free area] is 
substantially smaller than that of joint enterprises which 
pay customs duty [inside Hungary]; and their scope of 
activities, and most of the applied technologies are far 
from the technological level of lead industries and from 
“high-tech” standards. With some exaggeration we could 
designate them as chair whittling/fruit drying compa- 
nies. These are the activities individual! joint enterprises 
in the duty-free area [actually] pursue: building materials 
manufacture, lumber and woodworking, dried vegetable 
preparation, waste processing, and the manufacture of 
clothing made of textiles. 


Setting out in the footsteps of the “why” question we 
found the following answers. 


Pursuing productive activities in a duty-free trade area is 
worthwhile if the bulk of the goods produced is not sold 
at the [host] country’s market, but instead is destined for 
export [outside the host country]. It is through exports 
that the advantages of the special [duty-free] status really 
prevail. In contrast, capitalists settling in Hungary wish 
to target the Hungarian market as their first step, then 
enter the CEMA market on the basis of experience 
gained in Hungary. If their endeavor to enter the Hun- 
garian market meets Hungarian interests, there may 
come about serious, well capitalized enterprises with 
modern technology. Fortunately, there exist a few exam- 
ples already: color television sets produced on Selectro- 
nic’s production lines are regularly available in our 
stores. Although the jointly owned lysine, float [sic] glass, 
and fiberglass factories have not yet begun production, 
these too will become serious companies. But all of these 
enterprises came into being in that part of Hungary 
where customs duty is to be paid! This is so because these 
enterprises were established to produce goods in short 
supply in Hungary, and because the size of the Hungar- 
ian market—at least for the time being—warrants the 
establishment of efficient production parameters. 


On the other hand, from the standpoint of joint enter- 
prises located in the Hungarian duty-free areas, [the rest 
of Hungary] is viewed as a foreign market. They may sell 
to Hungarian customers only by complying with the 
usual import processes, and only through an enterprise 
authorized to engage in foreign trade. Accordingly, the 
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Hungarian market provides neither an immediate back- 
ground, nor protection for joint enterprises in the duty- 
free area. And to enter the CEMA market is more 
difficult for an enterprise located in the Hungarian 
duty-free area, than for a normal joint enterprise [in 
Hungary, but outside of the duty-free area]. 


Therefore, from the vantage point of the foreign partner 
it will be worthwhile to conduct activities primarily in 
the Hungarian duty-free area only if he discovers advan- 
tages in obtaining raw materials to be processed. But 
from the Hungarian viewpoint too, the explanation may 
be found in the conditions surrounding the production 
of certain raw materials. Why are so many joint enter- 
prises in the duty-free area engaged in the processing of 
agricultural raw materials? Because by virtue of tradi- 
tion, agricultural, forestry and primary woodworking 
activities enjoy tax benefits. Accordingly, the processing 
of raw materials in Hungary must be stopped at a point 
where tax benefits cease to exist. (This is one reason why 
for example wood base materials become unavailable to 
domestic furniture manufacturers and are shipped 
abroad.) And from this standpoint, the shipment of 
goods to the duty-free area constitute exports, just as if 
the goods had been sold abroad. 


In addition, the producer—in most instances the Hun- 
garian founder—becomes eligible for all the benefits that 
flow from exporting, of he effects shipment to the 
duty-free area. He will receive export subsidies sooner 
than he would, had he processed the raw materials and 
exported the finished products. True, in this way the 
subsidies are paid on the basis of lower values. But this 
reduction is offset by dividends received from the joint 
enterprise. After all, it also pays to acquire a foreign 
partner because he contributes an extra feature (pro- 
cessing, packaging technology) which permits a higher 
level of processing and yields a product which is worth 
more. And under certain circumstances joint enterprises 
enjoy significant tax benefits. Thus, the regulatory 
advantages may be taken advantage of in every phase. 


The foreign partner’s familiarity with the market, 11s 
market connections may represent a further advantage 
for which it is worthwhile to establish a joint enterprise. 
This, however, is a particularly critical point in the case 
of joint enterprises operating in the duty-free area. If the 
foreigner has no stable clientele, or if, for some reason it 
is not in the foreigner’s real interest to acquire a market 
for the products manufactured by the joint enterprise 
whereas the Hungarian founder counted on such inter- 
est, the new firm will soon find itself in a crisis situation. 
Namely, it may be difficult to sell the goods in Hungary 
even on an occasional [“temporary”’] basis. This is so not 
only because the goods produced are regarded as con- 
vertible currency imports, but also because they do not 
suit the tastes of Hungarian buyers. 


Partial relief from the difficulties of importing experi- 
enced thus far could have motivated the establishment o! 
joint enterprises in duty-free areas. This is well exempli- 
fied by those few joint enterprises in the duty-free area 
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which conduct truly high level intellectual and techno- 
logical activities. With the help of these some Hungarian 
founders of renown and with great intellectual power 
acquire not only management skills, but are also able to 
channel their developmental work into directions which 
they could not have pursued using their own strength 
only. Namely a joint enterprise in the duty-free area may 
easily acquire means to be used in developmental work, 
such as computer units and research instruments which 
could become available to research institutions only 
after a lengthy licensing process or not at all. Although 
the joint enterprise cannot transfer such products, it may 
supplement other means and the intellectual product 
which it buys from the Hungarian founder. 


No Such Animal! 


Many explain the small size of already existing joint 
enterprises in the duty-free area by saying that the 
Hungarian member who joins the enterprise does not 
have enough capital to invest, sufficient to attract signif- 
icant foreign capital. Generally speaking, this argument 
holds true, nevertheless joint enterprises in the duty-free 
area are established with substantial capital, because 
foreigners feel that the duty-free area is safe. They see 
clearly that in Hungary much depends on informal 
connections, which can be of less help in the duty-free 
area than to a Hungarian domestic enterprise. (The 
largest producer joint enterprises inside Hungary substi- 
tute imports. For this reason their establishment was 
accompanied with the significant support of authorities.) 


The heads of joint enterprises in the duty-free area state 
that success depends largely on personal connections not 
only in regard to administrative matters, but also in the 
framework of procurement, and relationships of a tech- 
nical nature. The domestic Hungarian background is not 
wel! prepared to go after the standards and needs of joint 
‘nierprises in the duty-free area, despite the fact that 
th oint enterprises would make payments in convert- 
IDie CUrTeNcy 


[he operation of enterprises in the duty-free area is 
rade more difficult because outsiders do not know what 
reature they are confronted with. This was true partic- 
ularly with respect to the establishment? of the initial 
joint enterprises, and continues to be true today. Not 
only the authorities show signs of uncertainty one after 
another in trying to apply legal provisions to the joint 
enterprises. They say that initially even foreign trade 
companies got the shivers when a joint enterprise in the 
duty-free area attempted to do business through them 
with a Hungarian firm. Moreover, even the licensing 
division of the Ministry of Commerce did not always 
know what to do with requests submitted by domestic 
firms wanting to import something from joint enter- 
prises in the duty-free area. 


But the introduction of value-added taxes [AFA] created 
new concerns for the heads of joint enterprises. Even 
within the duty-free area there is a need for e.g. a few 
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pieces of office furniture and office supplies. These they 
purchase in stores by paying in forints which they bought 
for foreign exchange. But they cannot obtain a refund on 
AFA taxes paid, because they took goods purchased in 
retail stores to the duty-free area. By now they found an 
antidote: when larger quantities are needed of a certain 
product, such as printer paper for a computer firm, they 
purchase the needed supplies through a foreign trade 
company. In this manner they must maintain larger 
inventories of supplies, but the price is not burdened by 
AFA, and only a onetime price margin has to be paid. 


According to rules presently in force, the National Com- 
mand of the Customs and internal Revenue Police 
[VPOP], in agreement with the ministries having juris- 
diction may declare an area owned, managed or used by 
a Hungarian legal entity to be duty-free area. A majority 
of the joint enterprises in the duty-free area declared a 
plant, a part of a plant, or even a large villa to constitute 
a special area. In other words, places where a developed 
infrastructure already existed, which provided an advan- 
tage to the enterprise moving to that place. In this way, 
however, each joint enterprise declared to operate in the 
duty-free area increased the burden on the already small 
internal revenue staff of the VPOP, because they are the 
ones who control the movement of goods and persons in 
dispersed areas. For these reasons some arguments have 
developed already, when perishable vegetables would 
have been shipped to the processing plant in the duty- 
free zone, but the internal revenue agent arrived hours 
after the agreed upon time. Without him the merchan- 
dise could not be moved in or out. 


Area or Zone? 


It is no coincidence that VPOP specialists recommend to 
those who ask that if a planned activity does not require 
a large area, such activities should be established in a 
place which has already been declared a duty-free area. 
All services will await them there. Yes, but there are only 
a few traditional duty-free areas (e.g. the free port of 
Csepel, the Gyor-Sopron-Eberfurth Railroad Yard), and 
these too are rather limited areas. And aware of the 
endeavors of the customs command, the operators of 
these areas charge rather high rental fees. Better said, 
they would ask for high rental fees from those who would 
want to move in. Thus, candidates prefer to establish an 
independent duty-free area, which represents a less 
costly solution. And insofar as the movement of goods is 
concerned, they try to organize such movements in 
harmony with the local customs and internal revenue 
agency. 


By settling in an existing infrastructure and by often 
separating an already existing activity from the Hungar- 
ian founder’s operations, joint enterprises in the duty- 
free area are rather closely tied to the Hungarian econ- 
omy, without evoking significant reactions from the 
Hungarian economy. 
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Compared to joint enterprise activities conducted in 
simple duty-free areas, the advantages the Hungarian 
economy could realize from the ability to attract capital 
to a duty-free zone would be substantially larger. A 
duty-free zone which is suitable for settlement by several 
entrepreneurs and not only by joint enterprises must be 
prepared [in advance], so that it provides all possible 
production and administrative facilities within a high 
level infrastructure. Based on foreign, and mainly South- 
east Asian experience, individual large duty-free zones 
function not unlike large industrial parks, which foster 
the evolution of special business microclimates. We 
would have to count on the fact, that at a well chosen 
location, i.e. in a zone most likely to be located in the 
Western border area of Hungary, some fully foreign 
owned companies too would want to settle. In such cases 
we would have to settle for income derived from rental 
fees only. These would not necessarily provide spinoff 
benefits (such as technology transfer, market transfer, 
the learning of management skills). Similarly, interna- 
tional experience suggests that developed technology is 
introduced to duty-free zones most of the time by fully 
foreign owned companies. But if these companies make 
purchases also from Hungarian shippers, the duty-free 
zone no longer remains an island. Its requirements place 
market constraints on the Hungarian economy, just as 
“real” foreign customers would. 


Not even ballpark estimates are available for the calcu- 
lation of how much profit we could expect directly or 
indirectly from one (or more) duty-free zones. One 
matter is certain though, that before establishing such 
duty-free zones we would have to overcome a number of 
difficulties. Among these difficulties the least difficult 
one is the fact that existing customs regulations could not 
deal with such formulations. To mention only one 
aspect: as of today only joint enterprises may conduct 
production activities in duty-free areas, and residing in 
those areas is prohibited. But it would not be simple to 
resolve for instance the problem of agricultural produc- 
tion conducted for domestic consumption within the 
zone, and the supply of those who reside within the zone. 
These technical and organizational difficulties could be 
overcome, nevertheless. Another matter to be examined 
would be the question of whether an adequate labor 
force is available in an area to be designated as a 
duty-free zone. The largest question, however, pertains 
to the issue of who would finance the not insignificant 
expenses involved in developing a duty-free zone. (In the 
area of Sopron and its vicinity the prices of unimproved 
lots already skyrocketed.) 


Changing Advantages 


General measures aiming for economic liberalization 
and the further stimulation of the influx of foreign 
operating capital promise changes which would further 
expand productive activities in the duty-free areas, but 
some of these measures serve to reduce the relative 
advantages of the duty-free areas. Import liberalization 
facilitates Hungarian purchases from the duty-free areas, 
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which could substantially broaden Hungarian market 
opportunities and may provide a secure background not 
enjoyed thus far by Hungarians. The law concerning 
foreign investments in Hungary provides however, that 
means of production representing in-kind contributions 
by the foreign member of a joint enterprise [in general] 
are exempt from the payment of duties, and this includes 
joint enterprises in Hungary which operate outside of 
duty-free areas. This then reduces the relatively more 
favorable position of the duty-free area. 


Hungarian wage and earnings regulations were not at all 
applicable to joint enterprises operating in the duty-free 
area. Thus far, this feature too served as a regulatory 
enticement, whose significance nevertheless fades by 
virtue of the fact that all mixed nationality joint enter- 
prises [in Hungary, irrespective of whether they are 
settled within or outside of a duty-free area] are exempt 
from wage regulations as long as the foreign share of the 
founding capital represents at ieast 20 percent of the 
total capital, or amounts to 5 million forints or more. But 
purely domestic [Hungarian] enterprises too have gained 
more freedom than before in establishing wage scales. 
Accordingly, it will no longer pay for foreigners to 
contribute a symbolic amount of capital for the estab- 
lishment of a joint enterprise, then shut the plant or put 
a fence around the grounds so that the plant area 
becomes a duty-free area, and so that workers may 
receive higher wages. 


The essence of all the changes: thus far the intent was to 
to provide special rules for joint enterprises established 
in duty-free areas which differed from the general rules 
and even from the rules applicable to joint enterprises 
which operate in Hungary, but outside of the duty-free 
area. This was done in order to provide an operating 
environment for capitalist firms, which comes close to 
the standards they are used to. Parallelling liberalization, 
and with the strengthening of the market characteristics 
of the economy however, the advantageous position of 
joint enterprises in the duty-free area is necessarily 
reduced. On the other hand, a duty free zone is substan- 
tially different from the pursuits of a single enterprise in 
a duty-free area. Consideration of this [the contrast 
between duty-free zone and duty-free area] may yield 
advantages to Hungary—advantages which were not 
assessed before. 


Purpose of Zone 
25000106 Budapest FIGYELO in Hungarian 
26 Jan 89 p 4 


[Interview with Peter Balazs, Ministry of Commerce 
division head; date and place not given] 


[Text] The many uncertain expressions and the use of 
the conditional tense in the preceding article signals not 
only the journalist’s uncertainty. One brave idea sug- 
gested by parochialists in Sopron embued by the entre- 
preneurial spirit was found by the government to be so 
worthy of consideration that it established an expert 
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group to investigate the potential of the idea. On behalf 
of the Ministry of Commerce, division director Peter 
Balazs takes part in the analytical work. We tried to find 
out how realistic the idea was. 


[FIGYELO] Under market conditions the feasibility of a 
proposed enterprise be assessed only on the basis of the 
expected amount of profits. What is the size of the direct 
and indirect profit we may expect from a duty-free trade 
zone on the Austro-Hungarian border? 


[Balazs] Subject to certain conditions, the customs law 
makes it possible to establish duty-free zones anywhere 
in the country. The positive aspect of the regulation is its 
flexibility, nevertheless some disadvantages accrue by 
virtue of the fact that enterprises operating in duty-free 
areas came about separately from each other, and are 
dispersed. This too serves as one reason for the inability 
of these enterprises to make full use of the advantages 
offered by duty-free areas. It is the hallmark of duty-free 
zones that they enable various enterprises to settle in a 
place like an [industrial] park, in a concentrated fashion. 
In this way the occupants of the zone can inspire each 
other, the unit cost of the common infrastructure is 
lower, dui perhaps it is most important that a larger unit 
like this is better able to remove itself from the bureau- 
cratic constraints of the country, than dispersed duty- 
free areas could. 


In setting the related goals we could pursue our previous 
endeavors, but by establishing a zone, more attention 
must be paid to international trends and experiences. 
Many countries recognized the fact that as long as they 
cannot modernize the entire country all at once, condi- 
tions which favor development must first be established 
within a defined area, so that it serves in part as a model, 
and in part as an experiment. This 1s the purpose served 
by duty-free zones geared for export production. 


Accordingly, when we too experience that foreign capital 
accompanied by some up to date knowledge prefers to 
flow into duty-free zones rather than into the customs 
jurisdiction of the country, then each attractive aspect of 
the duty-free zone must be made part of the general 
regulations. 


[FIGYELO] It is obvious that we are trying to attract 
foreign capital also with this novel opportunity, but what 
is it that makes the lure sweeter in the duty-free zone 
than before? 


[Balazs] We may become more attractive only by 
improving the conditions for making profits: labor and 
the infrastructure must be cheaper than elsewhere, or at 
least they must be priced at the same level. A foreign 
entrepreneur also wants to obtain raw materials easily 
and at competitive prices; it is no coincidence that so 
many duty-free zones were established adjacerit to har- 
bors. From this standpoint then, the Sopron area is not 
exactly the ideal. These are the most important condi- 
tions viewed from the input [sic] side. Regarding the 
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Output and the result, it is important that the market be 
large and secure, and that the profits generated are taxed 
moderately. The coincidence of all these factors com- 
bined with the peculiar advantages offered by a duty-free 
zone may provide a serious incentive for foreign operat- 
ing capital. 


[FIGYELO] Could we hope that such a duty-free zone 
would not remain a fully closed island, permitting the 
technology and management skills applied there to provide 
an impetus to the Hungarian economic environment? 


[Balazs] A fully closed island cannot be conceived even 
in theory. The appearance of developed technology and 
of management will by all means exert their effects on 
the environment. Everywhere in Sopron and its vicinity 
one can feel the beneficial Austrian influence, even 
though that influence originates from beyond the border. 


We must endeavor to avoid, by all means, as much as 
possible, the negative experience provided by the func- 
tioning of Chinese special zones, i.e. the unsophisticated 
mass production of mostly consumer goods which are 
then sold in China, increasing imports by incredible 
amounts. But we also must recognize that every environ- 
ment has an adaptive capability, and we will not see the 
introduction of a higher level of technology [to the 
duty-free zone] than what the investors feel is secure. 


[FIGYELO] A majority of the production oriented duty- 
free zones may be found in developing countries. Some 
claim that by establishing such a zone in Hungary we 
would be declaring in advance that we are a developing 
country. Do we really need this? 


[Balazs] We are what we are! This does not depend on 
whether we establish a duty-free zone. The world has an 
accurate knowledge of our economic situation, particu- 
larly since we became members of the International 
Monetary Fund and the World Bank. We must recognize 
the fact that we are in the declining branch of global 
development. For this reason, in the interest of recovery 
we must use means which are generally used by countries 
at the same level of development. Particularly if these 
means have proven themselves in several places. 


[FIGYELO] Wherever we find a duty-free zone, the 
settlers are received by an unusually highly developed 
infrastructure, one that was prepared in advance. Such 
an undertaking could not be conceived as a profit 
oriented enterprise because of the slow return on invest- 
ment. On the other hand, the state budget could not 
carry yet another burden. Who will provide financing? 


[Balazs] I do not believe that we could not establish a 
receptive infrastructure on an entrepreneurial basis. 
Since the users of such a zone are much more densely 
settled than elsewhere, the services will be utilized at a 
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higher than average rate. Return of profits, however, 
may be hoped only if those who settled receive a full 
scale infrastructural background fully developed in each 
of its elements. 


[FIGYELO] How far have you gotten with your concep- 
tual development? What aspects have taken shape 
already insofar as possible realization is concerned? 


[Balazs] Possible alternative implementation plans are 
being developed simultaneously at several places. To my 
knowledge, the most specific plans, and at the same time, 
preparations for the initial stages of implementation are 
handled by Duty-Free Trading Zone Inc., established in 
Sopron. Thus, it is the task of the authorities, including 
the Ministry of Commerce to develop plans for measures 
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which permit these conceptions, once realized, to oper- 
ate within the law, and here, of course, we are not talking 
about the Sopron vicinity, but about general conditions 
which also may be applicable elsewhere. 


Regardless of which conception is implemented, changes 
in regulations will be needed. Under regulations applied 
thus far, only the known, very modest results were 
produced. But not only the customs regulations, in the 
narrow sense of that term, must be modernized, but the 
entire climate must be improved in which foreign invest- 
ments in the duty-free zone seek opportunities to sell. 
From this standpoint we have already taken two rather 
important steps: the new law on business organizations 
went into effect, and the liberalization of imports has 
begun. We are working on the rest of the measures. 
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